, J 1 ' j 


* 


™2hnw 
c£Ez" Bft* Italy 

SSSfco^jjSX. 

*2* ,g**!W 

i£?* nESSr 8 " 

SSL OrWBMolSJ 

Sff ,™»»" 

Haa "SSU??* 
*=*>««& 


bMO 


MlW^nfggni'' M 

•jBsapKas 

■7*2 n*fc« B&aot 
— , PwtUBOl 

wmdoea rw,— 

nuNa^ 

UWMBSrva,*, 

u** Spain 
JW-.Swodan 
MBML»SmNz 
» 3L29 ThgOmd 
jMtaWTuWa 
HKrt2i» TurKay 
on U AE 


9H7JH 

SRtt 

Plans 


emsa 


OMJM 


EUROPE’S BUSINESS NEWSPAPER 



US BUDGET __ 

Farewell to the 
federal deficit 


Page 6 


, _3 I _* - V». J1 / yi 

TIMES LIMITED 1990 


Wednesday October 31 1990 


<j> D 8523A 


y/orld News 


Hindus storm 
mosque after 
battle with 
Indian police 


and 


J- -M BWIURU cun 

a^tn^ qe^ Ayod- 

repeated clashes between 
Police and surging crowds left 
sfe dead and scores injured. 
The attackers than tri izm- 


on the mosque’s three domes. 
Page 18 

USsaflors killed 

Eight DS sailors died in a 
boiler room accident on board 
the amphibious assault «Htp 
Iwo Jiina Off B ahrain. A 
marine, also serving in the 
Gulf, was killed during mgbt 
manoeuvres in the desert 

Nuclear mishap 

Technicians at Bulgaria's sole 
nuclear plant shut down two 
of its five reactors because of 
an unspecified breakdown out- 
side the plant’s nuclear reactor 
core. 

Marcinkus quits 

The Papal service lost its most 
colourful and controversial 
character with the retirement 
of Archbishop Paul Marcinkus, 
68, Vatican financier during 
the crash cf Banco Ambrosiano 
in 1982. Page 2 

Soviet trains looted 

Gangs of thieves are looting 
cargo trains at an unprece- 
dented rate, the Soviet Interior 
ministry said, stealing every- 
thing from fruit and vegetables 
to form machinery and video 
equipment 

Mandela’s rebuke 

South African anti-apartheid 
leader Nelson Mandela said 
in Tokyo that Japan was rebzo- 
tant to fight racism and its 
help for the anti-apartheid 
struggle had been “absolutely 

insi gnificant” . 

Haughey crisis 

Irish prime minister Charles 
Haughey held crisis talks with 
his deputy, presidential candi- 
date Brian Lenihan, about a 
political scandal ova - a tele- 
phone call The row could top- 
ple the government Page 2 

Johannesburg blast 

An explosion believed caused 
by a bomb shook central 
Johannesburg, causing extor- 
sive damage but no injuries. 
Police sealed off the area, 
which was littered with broken 
glass. 

Channel Knfc nearer 

French and British tunneHers 
made contact with each other 
beneath the Channel as a thin 
steel probe was pushed 
through the last 100 metres 
of chalk marl which divide 
them. Page 18 

Mir repair fails 

Two Soviet cosmonauts failed 
to repair an entry hatch on 
the Mir space station after a 
space walk of almost four 
hours. 


Business Summary 


IRI considers 
merger to 
form Italy’s 
largest bank 

IRI. Italy's giant state-owned 
holding company, is consider- 
ing whether to merge Banca 
Co mme rcials Italians and Cre- 
dito ItaUano, two of the three 
“banks of national interest” 

It owns. BCI has assets of 
$88.6bn, the third biggest in 
Italy, while Credito Italiano 
has assets of $75h2bn, the filth 
biggest A merger would make 
Italy’s biggest bank. Page 19 

ZINC prices fell sharply on 
the LME yesterday, cash metal 
shedding $42 to close at $1,299 
a tonne. Commodities, 

Page 29 

Zinc 

Cash metal (9 per tonne) 

1900; 



Baker to visit Gulf, Europe 
as Saddam steps up alert 


By Lionel Barber In Washington and Lam Is Andonl in Baghdad 


1200 


Jan 


1990 


Oct 


Beirut out of bread 

Beirut shops ran out of bread 
when bakeries, locked in a 
price row with the govern-- 
meat, closed for the second 
day running. 

Friends again 

China and Vietnam have 
signed their first bilateral 
agreement since ties were bro- 
ken over a decade ago when 
they fought a brief border war. 

Iran executes 41 

Iran hanged 41 people for 


SOVIET parliament is expected 
today to begin grawiining lnng - 
a waited legislation to protect 
foreign investment in the 
Soviet Onion. Page 18 

FORD MOTOR, second largest 
US automobile group, reported 
a 79 per cent drop in third 
quarter profits. Page 19 

ADIDAS, German sports equip- 
ment company, has appointed 
Mr Hans Friderichs, former 
West German Economics Min. 
ister, as the new supervisory 
board chair man. Page 20 

BOEING, world’s largest com- 
mercial aircraft manufacturer, 
has announced a 56 per cent 
leap in third-quarter earnings. 
Page 22 

Pmf.IP Pinre n ffmak havfi 
acknowledged that the country 
will be unable to meet eco- 
nomic targets set in its current 
three-year programme laid 
down by the International 
Monetary Fond. Page 4 

VOLKSWAGEN has offered 
to invest a total of DM8bn 
(SS.2bn) in Skoda in an attempt 
to gain a substantial stake in 
the Czechoslovak car-maker. 
Page2 

BUSH administration expects 
the federal deficit to be elimi- 
nated in four years, the result 
of budget measures and a 
sharp improvement in the eco- 
nomic outlook from late next 
year. US Budget, Page 6 

OYO, Japanese maker of geo- 
logical instruments, is plan- 
ning a joint venture in the 
Soviet Union, in what would 
be the first high-technology 
investment by a Japanese com- 
pany. Page 4 


THE Bush administration 
yesterday unveiled details for a 
seven-day trip to Europe ami 
the Mid di** East by Mr James 
Baker, secretary of stale, in an 
attempt to wrest bads diplo- 
matic leadership of the alliance 
against Iraq. 

His mission, which begins on 
Saturday, will embrace at least 
five nations and will i nclude 
talks with Mr Eduard Shevard- 
nadze, his Soviet counterpart. 
It comes amid concern in 
Washington and London that 
the US risked losing the initia- 
tive in the Golf crisis. 

In Baghdad yesterday. Presi- 
dent Saddam Hussein held an 
emergency meeting with mili- 
tary commanders and later pot 
the armed forces on a height- 
ened state of alert Iraqi offi- 
cials said they feared die US 
might wish to carry out a pre- 
emptive strike before the anti- 
war movement in the US 
gained momentum and before 
the alliance started fraying. 

Washington’s decision to 
send Mr Baker on his most 
ambitious diplomatic tour 
since September follows dis- 
quiet in the administration 
over signs that the credibility 
of the military option against 
Iraq may have- been weaken- 
ing. 

Growing US fears over the 
past few days have been high- 
lighted by Baghdad’s positive 
reaction to statements from 
Soviet President Mikhail Gorb- 
achev in Paris on Monday. The 
Soviet leader hinted at a 


ffhange in Mr Saddam’s hard- 
line stance and placed empha- 
sis on diplomatic means to 
secure Iraq's withdrawal from 
Kuwait 

Details of the Baker mission 
emerged as President Bush 
met his national security 
advisers to discuss a substan- 
tial increase in US forces in the 
Gulf, beyond the 210.000 
deployed under Operation Des- 
ert Shield. 

In recent days, Mr Baker, 
along with President Bush and 
Mr Dick Cheney, US defence 
secretary, has constantly 
raised the possibility that force 
may be needed against Iraq to 
resolve the crisis. However, 
demands for additional US 
troops from field commanders 
may delay the point at which 
the US is ready to take action. 

During his trip, Mr Baker 
will hold talks with the exiled 
Emir of Kuwait in Taif, Saudi 
Arabia, as well as the Saudi 
ruling famfliy, in Jeddah. He 
will also visit Egypt, Turkey, 
France and Britain before 
meeting Mr Shevardnadze at a 
so far undisclosed location in 
Europe. 

If, as expected. President 
Bush agrees to increase US 
forces by up to 100,000 more 
troops, Mr Baker is expected to 
outline in general terms how 
this could affect the outlook 
for possible future military 
action against Iraq. 

Moscow takes centre stage, 
other reports. Page 4; UK bod- 
get, Page 4 
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US secretary of state James Bakor: Us mission follows 
thaftne znSftazy option’s credibility is weakening 


Thatcher pledges to defend pound 


By Philip Stephens, Political Editor, in London 


JAPAN’S pulp and paper man- 
ufacturers have reported 
gloomy interim results. 

Page 23 

TNT, Sydney-based interna- 
tional transport group, has 
declared a 48 per cent surge 
in operating profits to A$22.3m 
($17.5ro) from A$15.Qm for the 
quarter to end-September on 
a 7 per cent rise in revenue 
to A$1.15bn from A$L07bn. 


MSS Margaret Thatcher, Britain’s 
minister, yesterday raised the political 
stakes in the dispute with her European 
Commanlly partners by condemning plans 
for a single currency as an assault on the 
UK’s national identity. 

In a passionate parliamentary perfor- 
mance which included attacks on Ger- 
many, France and the European Commis- 
sion, Mrs Thatcher pledged repeatedly to 
defend the pound. 

She declared: “If you hand over your 
sterling, you hand over the powers of this 
parliament to Europe". 

She characterised the Defers plan for 
monetary union as “federalism by the 
back door”, said that the Commission was 
out to “extinguish democracy” and 
described Mr Neil Klnnock, the oppsltkm 
Labour Party leader, as “little Sir Echo”. 

The move by France and Germany at 
the Rome summit to block an agreement 
on form subsidies as part of the Gatt (Gen- 
eral Agreement an Tariffs and Trade)taJks 
was lambasted as “disgraceful’*. 

Mrs Thatcher undermined also the gov- 
ernment’s alternative plan for closer inte- 


gration. She said that the “hard Ecu' 
posed by Mr John Major, Chancellor of the 
Exchequer, could over generations lead to 
. a tingle currency. She then added her own 
judgment that: “In my view it would not 
become widely used.” 

Her stance left many MBs speculating 
that she was now p r eparin g to fight the 
general election on an nncampdsing plat- 
form of defending Britain’s sovereignty 
- if necessary by optingfor the “slow lane 
of a two-speed Europe”. 4 

ft prompted dismay among pro-Europe 
MPs who still hope fora co mprom ise with 
Britain’s partners an greater integration. 
They judged it would greatly com p lica te 
the efforts of Mr Major and of Mr Douglas 
Hurd, the foreign secretary, to rebuild alli- 
ances with Britain's partners following its 
isolation at the Rame summit. 

Ministers acknowledged later that the 
tone of the comments bad been unhelpful. 
They insisted, however, that there was 
still ai reahstic possibility of a compromise. 
Ifcey' referred to previous occasions when 
Mrs Thatcher had lambasted plans for 
closer integration only to accept them 


later. Her p er fo rmance, however, brought 
cheers from many Tory MPs who believe 
that by draping itself in the union flag the 
government will greatly enhance its 
appeal to voters. 

Mrs Thatcher’s statement an the Borne 
summit began in measured trams. 

In a prepared text which bore the hatt- 
marks ra preparation by the Foreign Office 
and Treasury, she said- -that- she still 
believed agreement ccmld he reached 
among the 12. ~ *•* • 

An attach by Mr Khmock and strongly 
anti-federalist comments by Mr Norman 
Tebbit and Mr Nicholas Ridley, Conserva- 
tive party MPs, then prompted a series of 
tirades against the plans for a single cur- 
rency and central tank. 

Referring repeatedly to Britain’s 
long-standing parliamentary and demo- 
cratic traditions, Mrs Thatcher offered the 
unequivocal pledge that: “This govern- 
ment has no intention of abolishing the 
pound sterling”. 

She thqn linked the existence of 
national currency directly to Britain 1 
tred over its own destiny. 


US growth 
recovers 
to 1.8% 
in third 
quarter 

By Antfiony Harrfa 
in Washington 

US ECONOMIC growth 
recovered to an annual rate of 
1JB per cent in the third quar- 
ter, a cc ordin g to preliminary 
figures from the Department 
of Commerce. 

However, the figures are lia- 
ble to revision - second quar- 
ter growth, now estimated at 
(L4 per cent, was first reported 
as 1.2 per cent - and were 
greeted sceptically on Wall 
Street. Shares initially rose on 
the data but by lunchtime the 
Dow Jones Industrial Average 
index was down 8.17 at 
2,422.03. 

The growth figure was well 
above expectation and Mr 
Michael Darby, commerce 
under-secretary, promptly 
tried to use the CMP figures to 
dispel the prevailing fears of 
recession. He said he expected 
continued modest growth next 
year. He added that the econ- 
omy was expanding fester 
than “cautions” White House 
projections of a 0.7 per cent 
increase this year and L3 per 
cent growth next year. 

However. Hr Jerry Jasf- 
nowski. president of the 
National das OClatliMI of Manu- 
facturers, said Industry was 
still forecasting a recession 
lasting right to 10 months, 
which had already begun. He 
called for a further cat in 
interest rates. 

Other official figures 
released yesterday showed a. 
further sharp deterioration in 
fize housing market. 

Wall Street analysts regard 
the data on growth as either 
hmdansQrie or xmsnstainable, 
especially In the light of the 
record fan in consumer confi- 
dence reported last week. 

The most encouraging fea- 
tures of the GNP report, 
according even to sceptics, , 
were the moderate rep o rted 
rise in inventories — partly : 
because • of unexpectedly 
strong car sales - and the feet 
that domestically generated 
inflation, represented in the 
fixed-weight GOP deflator, 
rose only to a 4.1 per cent 
annual rate, less than feared. 

The weakest figure in the 
GNF report is fra- residential 
investment, shown felling at 
an annual rate of 16.4 'per 
cent There may, however* be 
worse to com commerce 
departs*' 1 *** reported that new- 
haoy saies fell in September 
+~- a seasonally adjusted 
annual rate of 503JM0 in the 
month, 2L2 per cent below the 
figure for September la** «*•- 
Th*» urf/evt, figure was some 
40,000 briow market forecasts. 


Framatome 
is returned 

by CGE 
to French 
state control 

By Wiliam Dawkins 
in Paris 

FRENCH public interests are 
to take majority control of Fra- 
matome, France’s supplier o£ 
nuclear plant, ending an eight- 
month ownership tussle with 
CGE, the privatised French 
and engi- 
neering group, which took a 52 
per cent stake last March. 

The decision represents final 
recognition from a formerly 
divided Fren ch government of 
the na tional importance of Fra- 
matome, the only builder of 
nuclear reactors in a country 
which gets 80 per cent of its 
electricity from unclear fuel, 
the highest proportion of any 
country in the world. 

“We have arrived at what we 
fhink is a reasonable accord, 
which puts an end to a politi- 
cal saga,” said CGE, which will 
^-rmtfnnp to be represented on 
Frama tome's board. Mr Jean 
Claude Leny, Framatame's 
i-Hfltrmary said: “We are satis- 
fied with this dieal. which 
finally settles a matter which 
had caused considerable prob- 
lems in the life of the com- 
pany.” 

Until recently, ownership of 
the plant builder hung in 
limbo between the state and 
private sector, with govern- 
ment interests having unspo- 
ken authority. Some members 
of the government wanted to 
let Framatome pass fully into 
the private sector, but Presi- 
dent Francois Mitterrand 
argued that Framatome was 
too strategically sensitive to 
fell out of state hands. 

CGE had maintained that 
Framatome needed to model 
itself on its main competitors 
and link up with a strong 
industrial partner to help it 
through a weak market, from 
which it has not received a 
plant order In four years. FTa- 
matome's staff took court 
action, since suspended, to try 
to block what they saw as an 
unwelcome attack on their 
management independence. 

CGE wSl now sell a 7 per 
cent block ■ of shares . for 
FFrtOto C$13&3m) to the CEA 
atomic energy authority, and 
to . the Grfidlt Lyonnais state- 
owned bank, so reducing the 
private company’s stake to 44 
per cent and lifting the state to 
SI per cent. This still leaves 
CGE with a slightly larger 
stake than at the start of the 
year, when it had 40 per cent 
to which it added 12 per cent 
acquired from Dumez, the con- 

me eon Of 

CGE’s ambitions to run Frama- 
Continaed on Page 18 


Air France merger deal hailed 
as ‘competition breakthrough 9 



erffences in two senes or execu- 


Helicopter deaths 

TWo US soldiers died when 
their army helicopter crashed 
after bitting a power line near 
the northern German city of 
Bayreuth. 

Saint Mikhail 


hail and Raisa Gorbachev. 

ffiwfling serenely, bavsbeep 


patron saints kt a church in 
fen&jost north of Rome. ■ 
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DU FONT, biggest US chemi- 
cals company, <afd it wadd 
form a joint venture with Tei- 
jin of Japan to matt and sell 
polyester film tor audio and 
video uses. Page 22 

BANCO de 23 ProvhHda de 
Buenos Afros. Argentina's sec- 
ond largest commercial bank, 
has put forward a debt 
restructuring plan to reduce 
substantially service payments 
on about $550m of foreign com- 
mercial bank debt. Page 24 

EL SALVADOR will today 
unveil plans to privatise the 
country’s banking and finance 
system after 10 years of state 
control- Page 25 


By Lucy Kellaway 

THE MERGER of France 
and two other French airlines 
to create (me nf^ta biggest car- 
riers in the west was approved 
yesterday .JV the European 

Commissi®. 

The merged airline, formed 
between Air France, UTA and 
Air-' Inter, will have annual 
safes of about £&5bn and will 
operate 200 aircraft. 

In return for the Commis- 
sion's approval, the French 
government agreed, to open its 
air market to competition for 
the first time. 

Mr Bernard AttaU, the Air 
France chairman, described 
the EC deal as a "balanced 
agreement" which would 
enable his airline “to move 
ahead with our merger”. 

Sir Leon Brifttan. the compe- 
tition commissioner, halted the 
(fail as “a great breakthrough 
in competition policy” that 
would provide a “real bonus 
for the travelling public”. 

The deal will mean that Air 
France will gradually give up 
its monopoly over 60 interna- 
tional routes as well as eight 
domestic air routes which 
account for more than half id! 


Is and Paul Betts In Geneva 


France’s domestic air traffic. 

Sir Leon said that under the 
agreement the route restric- 
tions on Air France wil l are fr 
for four years. Tl»® Arrange- 
ment will involve France 
introducing competition that 
did not exist before the merger 
of the three airlines took place 
in January. 

The deal means that France 
will open Its market before it is 
obliged to do so by EC legisla- 
tion in 1992, and also requires 
it to take farther competitive 
steps that go beyond the EC’s 
liberalisation package. 

As part of the anangantot, 
Air France will dispose of its 35 
per cent stake in TAT, the larg- 
est of the French regional air- 
lines, in stages ending to June 
1992. The commission hopes 
this will provide at least one 
competitor that will be able to 
take advantage of the new 
route opportunities. 

However, Mr AttaU said in 
Geneva yesterday that his air- 
line would be able to maintain 
its commercial and technical 
ties with TAT. 

Air France had originally 
invested in a stake in TAT to 


in 

market. 

wds nemre it took control 
ra ait Inter, the main domestic 
carrier. Control was achieved 
this year by its acquisitian of 
UTA, the former independent 


The commission will now 
dose legal proceedings started 
against Afr France tu February 
following the -merger which 
gave the national canter a 97 
per cent share of the French 
market. 

EC officials said yesterday 
that the agreement would 
make France naa of the more 
open EG civil aviation coun- 
tries. H ow ever, there are fears 
that the deal- will do Utile to 
dent Air France's dominant 
in the French marto 
of the lack of French 
competitors. 

The deal closely resembles 
the 1988 decision on the take- 
over of British Caledonian by 
British. Airways, end is likely 
to set a precedent for the long 
awaited decision on the three- 
way link-up between BA, KLU 
Royal Dutch Airlines and 
Sabena of Belgium. 


MARKETS 


Political history returns to 
haunt the Irish government 

Events that took place 
nearly nine years ago 
have returned to 
threaten the survival 
of the Irish govern- 
ment and the switch- 
back career of its 
leader, Charles 
Haughey 
Page 2 
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New York: 

SI-8565 ( 1 . 949 ) 
London: 

SI-948 (1.9635) 
DM2.9575 (2.9625) 
FFr9.B (9.9175) 

SFriUSI (2£125) 

Y2S1.S (250.75) 

£ index 948 (94.7) 
GOLD 

New Yovfc Ccsnex Dec 

$381.70 (375£) 
London: 

$375-0 (372.75) 

K SGA OIL (Argus) 
Brent 16-day Dec 
$34.75 (33.65) 


CkM price changes 
yesterday: Page 19 
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USA Crown Plan. 

The high benefit 

health care cash plan 
that pays so much, 
yet costs so little. 

10 Health Care cash benefits 
from under lOp a day 



A siigfe premium from just 60p to £2.40 
per contributor each week entitles your staff 
and their fcmilies to generous CASH payments 
towards a wide range (A medical costs, 
indudmg optical, dental, bospftal and 
consultation expenses. 
HOSPITALBENEFTr-UPTO&196 PER WEEK 
OFnCALBENEFTT-UPTO S90 CASH 
DENTAL BENEFIT-UPTO S80 CASH 
CONSULTATION BENEFIT- UPTO S200 CASH 
This is the Crown Plan from the Hospital 
Saving Association, ft's a thoroughly 
afiordable health care cash plan that you can 
offer to an levels of staff Crown Plan is 
operated through payroll deduction and, 
unlike some Health Insurance Plans, 


70 years experience and today provides cost 
effective health care for neaify two milikm 
people. 

Think about the cost, and^ think about the 
benefits of H$A Crown Plan -it really is 
unbeatable value for money. 


I would like to hear more 
about the benefits of HSA Crown Plan. 


NAME. 


TITLE. 


COMPANY- 

ADDRESS. 


.POSTCODE. 


TEL NO. 


mo 



Crown Pr .an 


The Hospital Saving Assodation, 
Hambteden House, Andover, Hants SP10 ILO 
TW; 0264 35897Z Fax: 0264 333650. 


£ 


• * . 









•- "r-.y 


FINANCIAL TIMES WEDNESDAY OCTOBER .31 1«0 ■ 


Conmiission 


claims to reflect consensus among 12 nations 



‘Hands off industrial policy for EC 


By -David Buchan Hi Brussels 

1 T HE European Community 
sL wold have a relatively 
“binds off* industrial policy, 
ere, sting a sound economic 
envi ronment for its companies 
whic h must chiefly depend on 
their own efforts to stay glob- 
ally competitive. 

This 1 is the broadl y liberal 
thrust of a paper which the 
Europei in Commissio n, in its 
first ever attempt to define a 
general industrial policy, yes- 
terday sent to EC govern- 
ments. It rfwhng to reflect “a 
broad consensus, at least 
implicit among the Twelve". 

Mr Martin Bangemann, the 
industry commissioner, said it 
was necessary to end the old 
“dogmatic gainer over indus- 
trial policy, which was not nec- 
essarily “an offence agal nst the 


Outrage iin 
Catalonia 
over ‘snub’ 

By Peter Bruce 

in Barcelona 

THE NATIONALIST 
government of Catalonia, 
stung by being Ignored daring 
last Sunday's visit ito Barce- 
lona by President Mihail Gor- 
bachev, yesterday launched a 
bitter attack on the Spanish 
central government. 

Mr Jordi Pujol. Catalonia’s 
conservative president, said 
efforts by the Socialist central 
government to marginalise 
Catalonia had reached their 
“culmination" with the Gorba- 
chev visit 

The row will reawaken old 
Catalan animosity towards 
Madrid and complicate Spain’s 
already tangled efforts to 
devolve powers to its autono- | 
mous regions of which Catalo- 
nia is economically the most ' 
powerful. j 

Mr Gorbachev spent a few j 
hours in Barcelona at the end ] 
of a visit to Spain. Mr Pgjol ; 
was not given a private meet- < 
tag with mm and Ma drid had f 
depicted the visit as only semi- < 
official, ttorigned tO allow Mr 
Gorbachev to visit the site of j 
the 1992 Olympic Games. j 

It is assumed Mr Gorbachev < 
was kept at a distance in order j 
to prevent Mr Pujol pressing a i 
case for rjtTnmnlan national- j 
ists whom he supports. 

• President Gorbachev will 
not visit Germany this week- 
end as German h a d 

initially planned, the ditrf gov- 
ernment spokesman said yes- 
terday, AP reports from Bonn. 

No reason was given for the 
postponement but a new date 
in November is being -consid- 
ered. 


free market or simply doling 
out money to companies”. 

The Commission can now 
use this fairly non-interven- 


icy to judge specific solutions 
to emerging problems In 
Europe’s electronics and car 
sectors. Saying that free trade 
stimulated competition “which 
in turn is good for industrial 
development”, Mr Bangemann 
declared that the Commission 
would ilk** to abolish all the 
remaining 2,000 national quo- 
tas a tiii mqtariiined by Individ 1 
ttal EC states. 

He also said that if EC gov- 
ernments failed to agree 
among themselves and with 
Tokyo on a transition, Japa- 
nese car Imports into the EC 
would be totally free after the 


January 1 1993 date for finish- 
ing the EC single market 

However, Mr Bangemann 
announced he would be chair- 
ing a group of EC commission- 
ers to plan “a technological 
offensive” to help European 
industry keep pace with the US 
and Japan. Yesterday he could 
give no details. Some Commis- 
sion officials say this might 
end up just being a sectoral 
programme for the beleaguered 
electronics industry, because 
the latter takes the lion's share 
of Community R&D. 

The EC and Its m embe rs 
governments should, according 
to the Com mission, focus on 
improving basic economic con- 
ditions for companies, raising 
skill levels, setting dear envi- 
ronmental rules, and reducing 


trade-distorting aids to indus- 
try. But it warns that reducing 
state aids imridg the Commu- 
nity must depend on successful 
curbing of subsidies by the 
EC's trading partners. 

ft rejects what it calls the 
failed strategy of many govern- 
ments to create “national 
cham pions." and vaunts the 
opening up of public procure- 
ment to competitive bidding 
within the Community. 

However, it says that Euro- 
pean mergers, which Brussels 
has new powers to vet, should 
be viewed in terms of interna- 
tional com p etition. 

The Implication is that Brus- 
sels would tolerate larger com- 
Wnaa than if it woe only tak- 
ing the EC market into 
consideration. 


VW backs bid for Skoda st; 
with offer to invest DM8bn 


By Leslie ColHt in Prague 

VOLKSWAGEN has offered to 
invest a total of DMSbn 
(E2.6bn) in Skoda in an attempt 
to gam a substantial stake in 
the Czechoslovak car-maker. 

VW wants a 2S per cent 
share in Skoda for DM225m 
with an eventual target of 75 
per cent, according to Czecho- 
slovak officials. Renault and 
Volvo, the combined French- 
Swedish rival bidders for 
Skoda, have said they want 40 
per cent and are not seeking a 
majority stake. They are offer- 
ing to spend FFrlSbn (£L3bn) 


to modernise Skoda production 

over the next decade. 

The Czechoslovak govern- 
ment is understood to have 
agreed to assume all Skoda’s 
debt during negotiations with 
both western companies, ft is 
expected to deride between the 
competing bids later this 
month, bat Mr Marian Calfa, 
the prime minister, has already 
indicated a prefe r ence for VW. 

General Motors of the US 
has dropped out of the bidding; 
according to Mr Karel Dyba, 
the Czech economics minister. 


hut is stQl seeking a joint ven- 
ture with BAZ, the vehicle 

■manufact urer,, ta Bratislava. 
He regretted that Japanese car- 
makers had not made an offer. 

Both VW and Renault-Volvo 
have promised to retain the 
Skoda badge and to expand 
output at the Miada Boleslav 
site to well beyond the c ur re nt 
180,000 cars a year. 

Skoda technicians are 
known heavily to favour VW, 
which five years ago offered its 
Polo ami Golf en gines for the 
Favortt modeL 


Poles finalise media sell-off 


By Christopher Bobinsld in Warsaw 


THE POLISH government has 
finally approved detailed plans 
for the sale of eastern Europe’s 
largest newspaper, publishing 
and distribution concern, 
confiscated earlier year 
from the now-defunct Polish 
Com m unist party. 

Mr Jerzy Drygalski, who is 
ta charge of disposing of RSW 
Prasa Ksiazka Kuril, which 
employs 85,000 people, said 
yesterday that western 
newspaper publishers such as 
Mr Robert Maxwell, Mr Rupert 


Murdoch and Mr Robert 
Hersant had expressed interest 
ta buying tzties. 

Mr Drygalski said that U8 
newspapers were to be 
auctioned over the next six 
months, and a farther 70 were 
to be banded over to 
co-operatives set up by the 
journalists who are employed 
there. 

The state is to take over nine 
printing works owned by RSW, 
w hile ii others are to be sold 
and five are to be leased to the 


new newspaper co-operatives. 

Each also had 25,000 Mnrirw 
covering the entire country 
and this network, too, is to be 
sold. Scandinavian companies 
have ex pr essed an intere s t , Mr 
Drygalski said. 

• Senior Polish and German 
officials yesterday began a 
two-day meeting in Warsaw 
aimed at completing a border 
treaty and laying the 
groundwork for a broader pact 
on friendship and cooperation, 
Reuter reports. 


The ‘Gubu factor’ returns 
to haunt Charfes Haughey 


Moscow to celebrate 
Revolution Day 

Moscow's Communist party 
chief, Mr Yuri Prokofiev, said 
yesterday that next Wednes- 
day’s controversial celebra- 

1917 

would go ahead, writes Leyla 
Boulton. 

However, nobody would be 
forced to attend, and partici- 
pants could bring banners 
which reflect their "various 
moods”. The Moscow city 
council has called on shortage- 
stricken Muscovites to stay at 
home ta protest and has 
refused to pay for the event 


By Kievan Cooke in Dublin 

IN a series of what were 
described at the time as “gro- 
tesque, u nbelie vable bizarre 
and unprecedented -vents 
overtook the Irish govenniMint 
of Mr Charles Haughey and his 
Fianna Fail party. 

Those events - known by 

in the flat of the attorney gen- 
eral a£ a man w anted by the 
police (and subsequently con- 
victed of murder) and disclo- 
sures that the minister for jus- 
tice bad indulged in 
widespread phone tapping: 

Mr Haughey has been in and 
out of office since then but the 
“Gubu factor” and the events 


of nearly nine years ago have 
returned to haunt the Irish 
prime min ister and threaten 
the survival of Us government. 

At issue now is whether, an 
a night In January mm, Mr 
*>rian Lentaan, a senior Fianna 
figure and confidant of Mr 
5“*gbey, made a phone call to 

Dr Patrick 

1 government led by 

a parliamentary votK^lW 
gerald went to the preslaw to 
ask him to dissolve parliament 
Fianna Fail did not want an 
elect ion but wanted to form a 
minority government. 

It is now alleged that Mr 
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Lenihan was among a number 
of senior Fianna Fail members 
who phoned Mr Hffiery In an 
attempt to gain a political 
advantage for their party. 

All thin might w w n tiie stuff 
of political history but for the 
fact that Mr Le n ih an , now dep- 
uty prime minister and minis- 
ter of defence, is the Fianna 
Fail-backed candidate ta the 
republic’s pre sidential electi on . 

Mr Lenihan has repeatedly 
ffoiripd he mad ** any such ca n . 
Yet this seems to have been 
contradicted by a taped inter- 
view ta May this year between 
an Irish academic and Mr Te nt- 
ham In the interview Mr Leni- 
'ban admits making the ea l l i 
' JOw ^«w r he now says he made 
a mis t ake «* the time of the 
interview, “On mahano pomruw 
ticn,” says Mr Lentaan.ia^id 
not make the phone calL 

“Gubu,” says the opposition, 
who in parliament have 
accused Mr Lenihan oC lying 
and of not being fit to hold 
high office. 

Today a motion of no confi- 
dence is due to be debated ta 
parliament If Mr Haughey 
fails to win the su p por t of the 
Progressive Democrats, his 

partners ta government it 

would force a general election. 

Last night the Progressive 
Democrats had not decided 
which way they would vote, 
while Mr Lenihan was reported 
by a cabinet colleague to have 
resigned, but then defiantly 
claimed he wonld not go volun- 
tarily. 

Until the events of the past 
few days, Mr lenihan had the 
presidential election - to be 
held next Wednesday - as 


French government gives 
some ground - in the air 


By Lucy Kolia way in Brussels and Paul Belts in Geneva 


ON MATTERS of competition. 
Sir Leon Brittan does not usu- 
ally find himself praising 
France, but yesterday he did 
not holdback. 

“1 congratulate Air France 
and the French government for 
having the courage to open up 
their air market in a way that 
would have been unthinkable 
only a few months ago,” the 
EC co m pe ti tion commissioner 
said, more than once. 

The subtext was dear: Sir 
Leon was saying ta a polite 
way that he had won. His 
eight-month struggle with the 
French over their creation of a 
giant air monopoly encompass- 
ing Air France, UTA and Air 
Inter, has ended ta introducing 
some competition Into the 
French market for the first 
time. 

But Mr Bernard Attali, the 
Air France chairman, also 
riaimwi victory yesterday. The 
Commission, alter all, had 
given the green light for the 
merger of his airline with UTA, 
the French independent long- 
haul carrier, and Air Inter, the 
French domestic airline. 

This will create one of the 
world’s largest airlines, with 
annnal sales of FFr55bn 
(£5-5bn) and a fleet erf 200 air- 
craft. 

Mr Attali described the com- 
promise with Brussels as “a 
balanced agreement”. Under 
the deal. Air France is allowed 
to keep both Air Inter and UTA 
in return for giving up Its 
monopoly on certain interna- 
tional and domestic routes. 

At first sight, yesterday’s 
compromise lories like a car- 
bon copy of the earlier agree- 
ment between British Airways 
and the Commission over BA’s 
takeover of British Caledonian. 
But the Air France deal differ s 
from that agreement on one 
print. Air France has agreed to 
shed its 35 per cent stake in 
TAT, a French regional airline. 

Sir Leon claimed this was an 
important component ta the 
agreement because there was 
no point in having competitive 
opportunities with no competi- 
tors, and the purpose of the 
forced sale was to create 
another genuine competitor 
that would be able to operate 
some of the new routes. 

But some Commission offi- 
cials privately doubt whether 
the sale of the stake will make 


INTERFLUG, the former 
East German national car- 
rier, said yesterday It 
wanted to avoid being swal- 
lowed tip by Lufthansa, the 
German national airline, and 
favoured a Unit which would 
preserve as many Jobs as 
possible, write Andrew 
Fisher in Frankfurt and Paul 
Ab rahams in tantoL 

Xt said its idea wonld 
involve leasing eight Boeing 
737 aircraft and providing 
jobs for some 1,20® people. 
The aiding based in the east 
Berlin airport of Schftratfrld, 
said Lufthansa wanted to 
keep only about 700 Jobs. 

Lufthansa has proposed to 
the transport ministry in 
Bonn that it run ZuterBng 
under a truste e s hip or man- 
agement contract. It is 
already taking on around 
600 of Xnterf3ng*S technical 
staff. 

The east German airilne 
has put its concept to the 
Treuhand, the agency 
charged with the privatisa- 
tion of Conner East German 
industry. 

Interflug said it stfll pre- 
fered Lufthansa as a partner, 
but was also willing to work 
with other companies. How- 
ever, it said it assumed that 
British Airways was no lon- 
ger interested. 

BA said last night it 
remained interested in 
acquiring a stake in Inter- 
flug, but the niHfrwo was still 
awaiting financial informa- 
tion from the German own - 
pany. 

Earlier this week Mr Heinz 
Bataan, the chief executive 
of Lufthansa, said British 
Airways’ Interest in Intor- 
flng was “not serious.” 

very much difference overall. 
Moreover, Mr Attali said yes- 
terday Air France would be 
able to keep its technical and 
commercial links with TAT. 

In any event. Air France 
now controls about 97 per cent 
of the French market and an 
independent TAT is unlikely to 
make any significant dent in 
the French state flag-carrier’s 

domestic dmnlnancA. 

The current turbulent state 
of the airime industry Is also 
expected to make life espe- 
rially difficult for new entrants 
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good as won. Mr T iRnlhan, 60, 
known as “No Problem Leni- 
han" because of his sunny 
approach to most matters, is 
of the country’s most 
senior politicians, affable, 
witty anil Ukeu oven by hia 
fiercest opponents. Whoa be 
returned last year from a fiver 
transplant in the US, for 
instance, he was applauded 
from all sides of the parlia- 
ment 

Yet Mr Lenihan is seen by 
many as typical of Fianna Fall 
- a party accused by its oppo- 
nents of wheeling and dealing 
and dispensing fa vo u rs to its 


The presNent has few powers 
and his offic*; fe poorly funded. 
In. the past vtatorato the presi- 
dential mansion the fnrmar 


Over the years Mr Lenihan 
1ms been fiercely loyal to Mr 
Haughey and many doubt his 
ability to be a president above 
party politics. Latest opinion 
polls show Mr Lenihan’s sup- 
port has slumped, In the Dub- 
lin area ta particular. 

The Irish presidency is not a 
particularly glamorous post 


Park, have been surprised to 
find the president carrring out 
the duties of both doormm and 

butler. 

But what would otherwise 
have been a lacklustre election 
has been set alight not only by 
Gubu but also by the very dif- 
ferent characters of the candi- 
dates involved. 

Mr Austin Currie Is the Fine 
Gael candidate, a man with SO 
years’ political experience. But 
Mr Currie’s problem is that he 
is from Northern Ireland. 

Though Mr Currie is seen as 
having played a substantial 
role ta winning r ef o rm s 'for 
nationalists in Northern 
Ireland, many ta the Irish 
Republic see the Northerner as 
an outsider. (On one occasion 
Hr Currie was told by a mem- 
ber of Fianna Fail to go back 


home - rather a strange direc- 
tive, Mr Currie points out, 
from a party which champions 
Irish unity ) 

Mrs Mary Robinson- Is 
backed by both the Labour 
Party and the Worker’s Party, 
ft is not easy for a woman to 
seek high office ta Irish poli- 
tics. But Mrs Robinson, a law- 
yer of some stature, teems to 
have captured a new, more 

militant mood in Mali life. 

5&e has talked of inequality 
and discrimination ta Irish 
society. She has even ques- 
role of the Roman 
c mM i c church, awl suggested 
allowing d ivorce making 
contraception freely available. 

At the mo ment Mr r^niimn 
and Mrs Robinson -am running 
neck and neck. Mr Li-nib**! 
can still depend on substantial 
Fianna Fall support ta ratal 
areas. But Mrs Robtason, with, 
a little help from the Gubu 
events of 1982, might be in 
with a chance. 


Note— Titefliyi Hitealfa 
tew Sate Wifa^Aaatntis 


tew Sate Wria. fate 
Bfanco 

T*f~ 1mfli*r«lM_ niwlfa 
tew Sate WUm, Aaklit 
teteaaTaaifcwy. Aitealh 
teteaslVafeaqr, Ateodh 


Labour to form Norwegian government 


mbs Gro Ha rl e m Bnmdtiand, 
of Norway’s Labour party, yesterday 
a g r ee d to form her third government after 
Monday’s collapse of the centre-right 
coalman l ed by Mr Jan Syse hi a dispute 
over the country’s links to the European 
Community, writes Karen Fosli in Oslo. 

“We^Jmve to take the responsibility (to 
form a government) when we have a rea- 
sonable star ti ng print,” Mrs Bnmdtiand, 
61, told r ep or te rs at toe royal palace in 
Oslo after informing Crown Prince Her- 
ald, Norway’s acting head of state that 
she had won su p port from otter parties to 
set up a minority Labour government She 
Is expected to take office by Friday. 

The collapse of the centre-right coali- 
tion arose in a row over forming a free 
internal market ta western Europe, the 
so-called “European economic area”, 
between the European Free Trade Associ- 
ation, (Efta) of which Norway is a mem- 
ber, and the EC. The Centre party had 
insisted that Norway refuse to abandon 
its so-called concessionary laws which 


impede foreign ownership of property* 

financial taStitntlpns and V nd n al r l al pntgf. 
prises ta the co untry . 

Other Efta members have Mawirf hh« 
insistence for stalling negotiations 
between the EC and Efta. 

Labmm the tamest party ta the Norwe- 
gian parliament with 63 of the 166 seats, 
was ahh». to c ount on support from the 
Socialist Left party, with 17. 

The Centre’s U seats gave it enough 
votes to block Mr Syse’s hopes of cobbling 
together a new government He was only 
able to gather 74 votes - those of his 
former c o a l i tion partners, the Christian 
People’s Party, the radical right-wing 
Progress party, and his own Conserva- 
tives. 

Labour has not yet clarified its position 
on membership, which the country nar- 
rowly rejected ta a bitterly divisive 1972 
referendum. However, Mrs Bnmdtiand, a 
champion of environmental Issues and 
twice prime minister, favours fakfo g the 
country Into the Community. 


The co nservative coalition had beat in 
government for just over a year following 
an Indecisive general election. 

Under Mr Syse*8 administration, Nor- 
way’s oil-bated econo my has improved, 
and annual Inflation Is running at &9 per 
cent But unemployment is high by Nor- 
wegian standards, at 4 per cent 

Mr Syse’s government had prepared a 
budget for 1961 which, tarindtag revenues 

from oil and gas, would have had a defirit 

of NKrS^lm, little changed fr o m the tw 
deficit of NEtS^hn. ' 

Labour has proposed a budget which 
wUl Increase the deficit by at least 
NKrfflm, ta an attempt to create 30.100 
jobs. M3c Bnmdti and tow also «rid fha f jtt y , 
1S91 budget presented by the outgoing 
coaHtion would not cut Norway*® Jobless 
levels and would introduce tax cuts to 
favour the ri«h- 

Mrs Bnmdtiand became Norway's first 

woman prinm minister brfeOy in 1R81 and 

returned to power from 1988 until 
Labour's defeat ta the 1989 election. 
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in theFranch market - • 

Apart from TAT, the small 
regional airline Air Littoral, ta 
which KT.if Royal Dutch Air- 
lines bas shown an interest, 
could take advantage of the 
new regime. 

Other potential French air- 
lines which could emerge as 
competitors to Air France 
inrinnf the MtafiTVC and Air 
Libertfi charter carriers, 
which have strong financial 
backing. 

Some Commission and 
Fr ench wt rHnft Indu stry Offi- : 

dais were worried yesterday 
t hftt mwTfw atriteAfi plig ht be 
reluctant to apply for the 
routes which are being freed. 
These routes, they reared, 
could eventually revert to Air 
France, as has been the case 
with BA. 

Even so, on paper at least. 
Air France has given up a lot 
Up to 50 IptffteHnml JEOUtSS 

originating ta France are to be 
opened to iwte-pcwdpnt French 
airtinea, while domestic routes 
accounting for half total inter- 
nal teffe wfll alan be 

available, including some of 
the moat profitable routes such 
as Paris-Nice and Paris-Mar- 
seUtes. 

These appear to be big con- 
cessions to squeeze from a gov- 
ernment which at first seemed 
set against wmVfng any such 
concessions at alL 

The Commission attributes 
the change In heart to two 
things. First to a genntae re- 
think ta Paris on the merits of 
a compe ti tive priky, brought 
on by the damaging strike at 
Air Inter last summer. Second 
was the real threat of betag 
forced to unwind the deal 
should no agreement have 
been reached. 

Mr Attali said the current 
uncertain cHmata for the air- 
line industry as a whete had 
also accelerated flw agreement. 
He defended the merger as cru- 
cial for Air France’s long-term 
co m p eti tiveness. ' 

“BeforetheUTA-Air taker 
acquisition, we were the only 
major airitae ta Europe with- 
out access to Bs domestic maxi 
ket and to a large slice of too 
world. Now we have the means 
to compete .against' fha Trig 

tntwn nnonff l canittS,* hfi 8ftkC 

“We are not creating an Aero- 
Hot d la toangaise as same crit- 
ics have suggested.” 


‘viHain’ image 

By John wytitt 111 ftoftWf.:' ^ 

TBS PAPAL service ye*ted gy ; 
lost its moat colourfa l snd ««»£ 
trovexslal diameter with w; 

Snt * ah* lifahvW;:- 

Maitinkra- The GblraffteQMf 
son erf a Lithuanian windows 
cleaner, bis rota 
financier in "tile celebrated- •: 
crash of Banco Ambrariano ta 
1981 wi»di« u nd er to ttki .v 

tefef : ato l «mw rtl 
Vatican said , that Pope Joftn.. 
Paul had ac cepte d tw;ate.s' 
bishop's request to retire a*: 
governor of thc Va tiom Cftfc l-- 
the Job he vaa hft wtthww ^ 
down, ta March ftote 
the port be had bdd for -lg - 
yeara as head of the tartEtefc : ;: 
for Religions Works (XOBJ =. 
- the Vatican Bank- ‘ :-v 

A huge man, able to att a . 

golf ball out of sight and poe*. 


English crime writer «r 
looking *w If be had Ml httk 
life in a bnakurs* ya*tf\ .ton-/ 
archbishop must have hearthr- 
most unlikely candidate :ftt " 
Vatican p referment since tike : - 

teMs&tamoromemberaaftas . 

Borgia family . ascended the - 
hierarchy. 

But as bodyguard to Pte 
Paul VI be was credited with 
twice saving the life of the 
Pope, who than pextaus can-' . 
chufedthat moseuar vutibeiee 
was just tiw qnaltty needed to { ; 
succeed ta. j -- 

During the 1970s, Arch-1 
hishop Marctakns, 68. allowed ' 
Ms bmric to desdopdoce wtor;. 
tions with Bobnrto . Calyi’s ; 
Banoo. Ambzwiano, to tto-y 
fiiir,-. 1 :- ffitimt- niaaWrafea 
woe ready toititeiurtte i 
IOR shnadd share at least sosoe > 
responsildSty fwito Mr Cahrt. 
for Ambroaiano’s franduteltl 
bankruptcy with debts of 







tamdon’s 

~ stffi unresolved asa 
or cakUa vlagM Mr Odd 


courts, wnue.'tlMr -V 
invoked the-G m tcoc flat tosdfer 
tect -the antoWshop ail two 
other 1GR. officials .from Ital- 
ian triabr whldi might hate 
cleared Ids name 'and the: 
MB’s reputation, 

ArchbMio^ Mardnkns stiff 

w m t n t at iH i mitt fe did nothing 

wrong, but be regrets the. 
goodwill payment. H We should 
never have nude that pay- 
ment. I have abKuys.said that 
The Italians should have 
looked into their own banking 
system.” He has 'claimed ttmfe 
he only met MT CaM three, 
times and that Ids stewardships 
of the IOR never really 
Involved Mm . in Vatican 

flnnnpfl. , 


Bulgarian PM 
threatens to . ; 
step down 

BULGARIA’S Prime Mtalstmv 
Mr Andrei Lukanov, has' 
threatened to resign unless the ^ 
opposition supports his eco- 
nomic programme, Renter 
reports from Sofia. 

ifr Lukanov, who leads a L 
majority government camr 
posed solely of hia Socialist^ 
(former Communist) party,'' 
made the threat to an inter- 
view with an opposition daflyj- 

Hls programme calls fotf~ 
large-scale privatisation of: 

wmaB ami nwriinnuilTP^ 

panies, an end to price controls- r 
on most goods. and lfberalisecL 1 - 
foreign trade. 

The leader of the wwfa oppo- 
sition Union of' Democratic - 
Forces, Mr Petto- Beron, srid ? 
on Monday that the UDF 
would not support it. “Why v 
does the government want eari: 
support?” he asked. ■ 
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Soviet oil supply 
deal averts trade 
row with Prague 
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By LosU* Codtt in Prague 

MR Marian Calf a, the 
Czechoslovak prime minister 

anrf jih Hwmmlfl i rnfafafaw , Mr 

Vladimir Dloohy, yesterday 
averted a major trade dispute 
with the Soviet Union after 
Moscow agreed to supply 
Czechoslovakia with adequate 
oil supplies fear 1991. 

Fallowing rix hoars of fampi 
with Mr Nikolai Ryzkhnv. the 
Soviet prime -minister, it was 
agreed that the Soviet Union 
would deliver 13m tonnes of oil 
to Czechoslovakia in 1991. 

Although Ads is g-Bm teinnoa 

less- than '^henonnal animal 
quota. It Is understood that the 
shortfall will be met by 
from. Iran and Veue- 


The talks took place against 
a background of growing criti- 
cism m the Czechoslovak 
wipdfa about the Soviet Union's 
failure to meet this year's sup- 
ply which should have totalled 
l&fkn. Since August, monthly 
supplies ware sharply reduced 
leaving the country with an 
annual shortfall of over 2.6m 
tonnes. 

The energy shortages 

S ampled a wave of panic bay- 
B, as weQ as speculation that 
Czechoslovakia would not have . 
enough oil to see it tinongh 
the winter. As a result, the fed- 


eral government was forced to 
rai se the price of petrol and 
gas by over 30 per cent 

Under the new terms of the 
agreement, Czechoslovakia win 
pay for the afi wito afl drinjtng 
equipment and consumer 
goods, while a percent a ge of 
the ail supplies will be paid for 
in hard currency. All trade 
between the Soviet Union and 
the other countries of eastern 
Europe switches over from the 
transferable rouble may ymH pg 
system to the dollar dealing 
system on Jfanimry L 

Tn addition, the Czechoslo- 
vak ministers fought to get 
Moscow's approval for an 
unusual $125m oil contract 
signed recently by Prague with 

an tndtependeptmfaflea ofi pro- 
dneer In Siberia. 

The Soviet authorities chal- 
lenged the legality at such con- 
tracts by Individual republics 
or regions, insisting they must 
be ap proved by the central gov- 
ernment. 

The oil deal, signed in 
Prague with the director of the 
Tyumen wtwiwid, provided for 
nearly 500,000 tonnes to be 
delivered to Czechoslovakia. In 
exchange, the Tyumen region 
would receive badly-needed 
machinery, trades, medicine, 

ahnwi mid rlnthhig 


Caracas opens opportunities 
for oil industry suppliers 


By Jo* Mann in Caracas 

IMPORTANT o ppor tuniti es for 
international suppliers of oil 
industry equipment and spare 
parts are being opened up 
under the 1990-95 Investment 
plan of Venezuela's National 
OH Company (PDVSA) which 
calls for outlays of $28bn 
(£LL6bn)^24hn. 

The pr og ramm e is the larg- 
est hr the history of the Vene- 
zuelan petrofeumindustry and 
will require increased volumes 
of equipment for production, 
refining, transportation and 
storage as trail as for other 
PDVSA operations in petro- 
chemicals sndcoaL 

Thr equipment and materi- 
al required cover a vast range, 
rom leased' rigs for 

exploration and development 
weDs to purchases of drilling 

tors, ga» -compression equip- . 
mmt,comp uto"ImWw ai eahd 
software, QBimmiirtloations * 
systems andqnre ports. 

In -crude oil production 
alone, Venezuela plans to 
spend $8tm between now and 
1995 to zdae output potential 


to over 15m barrels a day: 

In the past, US suppliers 
have traditionally obtained the 
lion's share of equipment 
material sales to PDVSA. 

But PDVSA is constantly 
evaluating offers from other 
international suppliers, and is 
ready to diversify its supply 
sources. 

Some countries have 
feoently increased their mar- 
ket share. Last year, US suppli- 
ers acc o unted for 594 per cent 
of PDVSA's overseas equip- 
ment and materials procure- 
ment, which totalled $588m. 
This was down slightly from a 
US Share of 59.7 per cent of 
1968 purchases, which totalled 
9551m. 

In the same period, PDVSA 
purchases from Latin Ameri- 
can countries grew from gTAm 
to 928m. The leading individual 
after- the US was the 
/MflAfook 8.4 per cent of 
PDVSA’s total purchases in 
1999, down from 9.2 per cent in 
1968u . Other suppliers are the 
Netherlands, West Germany, 

' lum, Mexico, Japan, Swit- 
' ami Canada. 


Guinness chief urges shake-up 
for Seoul alcohol taxes 


In Seoul 

MR ANTHONY Tennant, 
cJin fin in ft fif nftiTMun^ the UK 
wines- and spirits company, 
yester da y urged a f undament al 
re st ruc tu ring of Sooth Korea’s 
system of alcohol taxes and 

UHUBB. • • - 

Mr Tennant who is hokHng 
meetings with South Korean 
trade omdtis and the national 

tax admlw lM ^i U nn, railed gOV- 
erumeot «nnsals to cut tax 
and tariff lews "wholly inade- 
quate". A bottle of Scotch 
whisky in Kbrea would still 
cost mare ffiap four times its 
landed cost he said. 

Under foe measures, to be 
submitted, to . the National 
Assembly fids -session, the 
honor tax fa te be cut from 200 
par oentto 150 per cent and the 
customs defence tax elimi- 


nated. Soju, the local Korean 
^cit, is subject to a 35 per 
cent liquor tax. 

The proposals tailed to 
address the central problem of 
discriminatory taxes against 
Imported liquor and Korea 
remained one of only two 
industrialised countries levy- 
ing alcohol taxes on an ad 
valorem basis, Mr Tennant 


Gatt regulations required 
Identical tax treatment for 
imported and domestic liquor, 
and Korea had no way of 
avaiUfing Gait rules if It wanted 
to stay in the system. 

The level' of taxes and duties 
cm Imported whisky Is one of 
the main irritant In trade rela- 
tions between the DX and 
South Korea. 


Airline unhappy over routes 


ASIANA i&irUnes. South 
Korea’s second airline, has 
expressed strong dissatisfac- 
tion with the government’s 
derisio n oil the allocation of 
International air routes, John 
Bidding reports front SeouL 
Tfce.tratepart ministry has 
granted permlsskm to 

begin services to the US. south- 
east Asia, and south-west 
Aslan destinations. The policy 
is an attempt to stop what the 
m fa fa U i v <i«>iiB r »nwrf as “unprod- 


uctive" competition between 
Asians Korean Air (KAL), 
the principal national carrier. 

A spokesman for Asians 
said: "We are very unhappy 
with the decision. We cannot 
be expected to grow with this 
route allocation, and we are 
Earing to submit a proposal to 
the ministry that they totally 
reconsider”. 

KAL declined to comment 
but is also believed to be 
unhappy with the new system. 
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Unlikely 
leader for 
a European 
drive 

CLERICAL Medical and 
General Lift Assurance, the 
sixth biggest UK mutual life 
insurer, is an miHkrfy pioneer 
for the European life Insur- 
ance drive into South Korea, 


A policies breakthrough in S Korea 

John Ridding on a further prising open of the insurance market 


Mr Douglas Claisse, Cleri- 
cal's sales and marketing 
director, said yesterday 
mutual life offices had long 
seemed “stuffy and old-fash- 
ioned”, but creating an inter- 
national division, CM Group, 
in 1987 “added a new dimen- 
sion to our strategic thinking 
and product development"- 

CHI Group had, «riiw set 
up a sales marketing office in 
Hong Kong and recently an 
office in Taiwan. It was stress- 
ing Far East and European 
ex p ansi o n, with a fond man- 
agement operat io n in Luxem- 
bourg. “Only US andCanadian 
companies were pet milled to 
trade On Korea) before. We 
ImJ to break that barrier,” Sr 
Douglas Morpeth, chairman, 

ymirt i 

Initially, Clerical's venture 
with Coryo Securities will 
involve its investing 96m 
(E8m). Clerical is to boor a 50 
per cent stake in Coryo CM 
life, currently hdd by Coamec- 
tient Mutual Insurance. 

The venture with be run 
mainly by Coryo staffi with a 
UK vtce-presideiii in SeouL ft 
wffi beam fay setting ananlties, 

whole Hft» endowments, t«wti» 
assurances and gro up sever- 
ance potiries. The market was 
“screaming out" for more 
quality and value, Mr Ian 
Phillips, market devefqpment 
director, said. 


T HE South Korean life 
insurance 
trated to date 
North American companies, 
has been prised open a tittle 
farther. 

Clerical Medical Interna- 
tional, the Bristol-based insur- 
ance group, yesterday sealed a 
50-50 Joint venture with Coryo, 
a Korean group, ft became the 
first European company to 
gain access to toe world's sev- 
enth-largest life insurance mar- 
ket which last year alone saw 
premium revenues of 
WonlL8trfHion ($l&48bnX 
Entering Korea’s substantial 
market was not easy. Strang 
lobbying by the British 
embassy was needed before 
CMI was allowed to take over 
the Joint venture equity stake 
of Connecticut Mutual, a US 
insurance group which 
dropped plans to alter the Kor- 
ean market because of prob- 
lems at boms. 

CMFs success does not her- 
ald an invasion by nthw Euro- 
Dean comoanie&. ‘OWI’r 
and the fact that they took 
over a licence that had already 
been approved, is rather 
unusual," says another Euro- 
pean group- "The Korean 
Government is concerned 
about too rapid an expansion 
in the industry and it remains 
difficult to get a business 
licence.” 

But the ongoing moves to 

KTiwraHww Irr te r m rHnnnl trade IP 

services, conducted as part of 
the Uruguay Round of negotia- 
tions under the General Agree- 
ment on Tariffs and Trade, 
may Mug impro vement. Pres- 
sure from trading partners for 
greater access to Korea's 
tected financial services 
tries could widen the crack 
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prised open in the late 1980s by 
the US and encourage deregu- 
lation in the inwriret. 

- US companies account for aE 
but one of the four foreign 
branch offices, five joint ven- 
tures and two wholly-owned 
subsidiaries operating in 
Korea. Their access, allowed 
from 1987, followed a trade dis- 
pute which included two 
aetjpa by the US Government 
under Section 301 of its Trade 
Act. 

Tn Korea, being first is 
Important.'’ says Mr Marvin 
Wttmhip, chairman of Dongbu 
Aetna, (me of the first US joint 
ve n t u re s, “ft gives companies 
time to establish their 
operations, hire agents and get 
their name known.” 

For same of the American 
companies, starting up was far 
from easy. AUco, part of the 
AIG group, was forced to can- 
cel health and aorident policies 
and suffered from a protracted 
strike by its salesforce. 

The market has also become 
much more competitive. In 
addition to the foreign ones, 14 


new domestic companies have 
been granted licences over the 
last three years. All are com- 
peting to win market share 
from the six original compa- 
nies which to domi- 

nate the Industry. 

The foreign companies have 
gained less than 2 per cent of 
total premiums. But all 

are optimistic. Justified in part 
by the fact that only 345 per 

writ of Koppqft fawiiTfaa hold 

life insurance potiries. In the 
US the figure is more than 70 
per cent Moreover, the rate of 
new premium growth a veraged 
more than 30 per cent a year 
throughout the 1980s. 

Social patterns are changing 
too. “The Contrarian practice, 
under which the eldest son 
cares for his parents in their 
old age, is weakening.” says 
tire Korean partner in one of 
the joint venture companies. 
"Nowadays, with more of a 
nuclear family system, the 
children Just say ‘goodbye dad* 
and that’s it” 

Also, Koreans are now living 
an average to 72 years and the 
country has a savings rate of 
SS per cent of personal Income. 
The economy continues to 
expand at well above the inter- 
national average. 

Until now the six major 
incumbents have enjoyed a rel- 


atively easy and extremely 
profitable business. The cash 
flow generated by their sales 
forces, usually short-term 
employees such as housewives, 
was easily transformed into 
p r ofits through tnv««fiHent in 
booming real estate and stock 
markets. 

But the increased number of 
companies has increased 
fommA for skilled sales per- 
sonnel, putting upward pres- 
sure cm distribution costa. At 
the same time, the cooling off 
in the real estate market and 
the near collapse in the local 
stock market has depressed 
investment income. 

Mimh of the challenge lies in 
developing better trained and 
educated sales forces. "We are 
trying to huQd a career agents 
path,” says Mr Guy Bfeaflloti. 
regional vice-president of 
Ahco. 

The tnrin message will be to 
promote the idea of insurance 
as opposed to savings. Cur- 
rently, life insurance compa- 
nies are competing directly 
with banks for the funds of the 
Korean saver, and the concept 
of insurance for protection is 
relatively underdeveloped. 
They will also in tro d uce west- 
ern insurance products as the 
deregulation of Korea’s tightly 
controlled market proceeds. 


Estonians and 
Finns link 
for insurance 
venture 

FOHJOLA, Finland’s biggest 
Insurance company, has 
signed a letter of intent to 
form the first Finnlsh-Eato- 
nlan insurance joint venture 
company, Enrique Tesslerl 
reports from Helsinki. 

The venture Is doe to co me 
Into operation early next year, 
when the Finnlsh-Estonlan 

tawmiflm company ii»* been 

granted a licence, according to 
Fohjola. 

Initially, it is planned to 
offer non-life Insurance ser- 
vices to en t erprises and indi- 
viduals. 

Pobjola also plan* to help 
develop a computer system for 
the new Insurance company, 
and train Estonian personnel 
in risk management insur- 
ance coverage. Of the existing 
192 Finnish-Soviet joint ven- 
tures, 56 are located in 
Estonia. 

The Finnish and. Estonian 
partners have not yet derided 
on the size of the equity stake 
or how it will be partitioned. 

The Estonian partners will 
be: Eesti M aj andusjuhtide 
Instituut, an Estonian man- 
agement institute; Baltic 
Union Bank; Eesti Tarbljate 
Kooperatiivide VabarUkUk 
Lift, a consumer federation, 
and the following banks: 
EVEA Pank, Eesti Hoiupank, 
Eesti Maapank and TaMs, an 
Mwiftii enterprise. 

Pobjola, which has a Triple 
A rating from Standard and 
Poors, became the first west- 
ern European Insurance com- 
pany to sign last autumn a 
co-operation agreement with 
Ingosstrakh, the Soviet state 
insurance company. 


Freedom has regained its wings. 

Now you can fly Lufthansa quality to Berlin. 



For a long time, BerGn was a 
symbol of freedom through- 
out the world. Now it stands 
for a new unity, a centre of 
new hope, a meeting place 
for people from East and 
West This city Is Lufthansa’s 
home. This is where our 
history began. This is where, 
on 6th January 1926, Luft- 
hansa first took to the skies. 
Uttie wonder, then, that 
Berlin is where our heart lies. 
And now that we’ve regained 
the freedom to fly you there 
we intend to rebuild Berlin 
as one of the major airports 


in our worldwide network of 
services. With nonstop flights 
from major German airports 
and from attractive destina- 
tions in Europe and around 
the world. Where else than in 
the heart of Europe are there 
more opportunities today for 
renewing old acquaintances 
and forging new business 
links? Berlin opens its arms 
to people from all over the 
world. And flying Lufthansa 
is the best way to get there. 
We’re looking forward to 
welcoming you on board in 
the very near future. 


© Lufthansa 






Philippines finds 

itself unable to 

Hieet IMF targets 

^ Qr *a Hufchkmon in Manila 
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Moscow takes diplomatic centre-stage 


ssSSSMms 

t£2£vSS B k 881 Its current 
laid 

^gtte&tenationalMQa. 

feflttre — blamed on the 
^ the Gulf crisis - 1 b 
inflows from 

had been 

^P^ctod far the remainder of 
Sj*%£ Jaw* totalled about 
gjgn .(23553m). These include 

nSSdbSm^ ta ***■ 

present IMF package a 
growth-oriented 
winded fhnd facility (EFF), 
a shorter-term loan pro- 
gramme emphasising s taMBsa- 

UflSL 

Mr J ose Cdda, central bank 
WWDKf, told a news confer- 
**** yesterday that support for 
“® n*w programme recently 
sained ground “when it became 
vary evident that the budget 
doBdt was way above target, 
[that] we can tafa» measures to 
reduce it but perhaps not to the 
level programmed." 

Chances were becoming 
TDffl® remote” that the country 


would be able to continue the 
nearly $900m three-year EFF, 
an economic adjustment facility 
which requires meeting pro- 
grammed targets to obtain sat- 
isfactory ap pro v al of the coun- 
try’s economic health, he said 
The world oil price rise has 
caused the Philippines' oil 
import bill nearly to double, 
much of the increase flowing 
on into a higher budget deficit 
as the government subsidises 
the pump price through its oil 
price stabilisation fund. 

Partly because of the Gulf 
crisis, but also as a result at the 
July earthquake and political 
trouble, the government has 
halved its economic growth tar- 
gets to some 3 per cent this 
year and nest 

The total budget deficit has ; 
been estimated by Mr Jesus 
Estanislao, the finance secre- 
tary, to be heading towards lev- 
els exceeding the programmed 
targets by pesos 30bn (Sl.2bn). 

Mr Cuisia said that given cur- 
rent levels of deficits - both 
budgetary and balance of pay- 
ments - the Philippines would 
not be able to press ahead with 
the third IMF review, originally 
scheduled for October, or get 
the Fund’s stamp erf approval. 
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By Robert Graham 

OVER THE past month the Soviet 
Union ban art ifauflf up as principal 
diplomatic actor in moves to imhlock 
the three-month Gulf crisis. 

President Mifchatr Gorbachev 
determined to show that despite pro- 
found domestic problems Moscow can 
play a decisive role in the Middle 
East, an area of long-s tanding rivalry 
with the US and where it has built up 
important long-term alliances - not 
least with Iraq. 

This is semi as the key to the shut 
tie diplomacy of Mr Yevgeny Prima- 
kov, Mr Gorbachev's special envoy, 
who has just ended a second round of 
ta tka with all t he p rinci pal regional 
players. The policy risks splitting the 
broad alliance ranged against Iraqi 
Pr esident Saddam Hussein and hay 
found little favour in Washington 
even though President George Bush 
has been kept fully informed. 

In a situation where nuances are 
telling, Mr Gorbachev concluded a 
two-day visit to Paris on Monday by 


TnaWng hin most forthrig ht wmim la- 
ment to obtain an Iraqi withdrawal 
from Kuwait by peaceful means. 

Although French President Fran- 
cois Mitterrand was notably silent 
about the Gulf in public with the 
Soviet leader, France remains the one 
western government with which Iraq 
believes it can establish a dialogue. 
The view cannot therefore be dis- 
carded that Mr Gorbachev is «wWwg 
to develop a Moscow-Paris axis for 
diplomatic manoeuvring over the 

Gulf. 

Mr Primakov is to brief the Soviet 
leader this week in Moscow, and an 
the indications point to his quick 
return to the Middle East. After his 
latest round of talks in Cairo, Damas- 
cus, Baghdad and Jeddah, the broad 
lines of Soviet strategy have begun to 
emerge. 

The Soviet Union is throwing its 
full diplomatic weight behind efforts 
to persuade Iraq to make a goodwill 
gesture to demonstrate seriousness 


about complying with the United 
Nations resolutions caHigg for a with- 
drawal from Kuwait. MOsoow baa told 
tiie Iraqi leadership the most positive 
gesture would be to release all 
remaining western hostages. 

Only then would substantive dis- 
cussions be on the fundamen- 

tal question of an Iraqi withdrawal 
from Kuwait -.the stated objective 
not only of the Soviet Union but <rf 
internationally backed sanctions 
against Iraq at the UN. 

Public accounts of Mr Primakov's 
meet i ng with Mr Swiitow in Ha gMail 
over the weekend are canfasfag. Mr 
Primakov, who had previous ly mown 
remarkable o p tim ism t iiw i giwnt hfa 
travels, came away from Iraq pessi- 
mistic. He w*id be had found Mr Sad- 
dam immovable. 

However, Mr Gorbachev on Monday 
suggested Mr Saddam’s position "is 
not the same as before” and could 
"land mi car” to UN pressur e. The 
same day the Soviet Tftrinn was co- 


with the United sponsor of a new Security Coumdl res- 
caDing for a with- Nation tiemamfing Iraq 


satkm to states for losses arising man 
the August 2 invasion of Kuwait. _ 
According to wen -informed repprts 
In Pa ghdad, during his conversations 
over the weekend with Mr Saddam, 
the Soviet envoy is understooa to 
have presented this view bluntly. 
Indeed, Mr Saddam was reportedly 
surprised by the extent to wfoch Mr 
Primakov was relaying to hi m the 
pogtkm of the US ami trying 
to mediate. _ _ 

The one concession offered by Mr 
Saddam was to agree the retease of au 

w e ste rn — provided both the 

Soviet Union and France went public 
staling they were committed to a 
peaceful resolution of the crisis . 

S on the basis of this 

offer, Mr Gorbachev was willi ng t o 
take the initiative and make his state- 
ment in Fads. In Baghdad, official 
reaction to his statement was posi- 
tive. 


<■' * ' 
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Syrian anger rises against US Mideast policy 


Japanese plan high-tech 
venture in Soviet Union 


By Stefan Wagstyl In Tokyo 

OYO, a Japanese maker of 
geological instruments, is plan- 
ning a joint venture In the 
Soviet Union, in what would be 
that country's first high-tech- 
nology inve st ment by a Japa- 
nese company. 

If it goes ahead, the venture 
would enable the Soviet Union 
to acquire technology useful 
for exploring for oil and gas. 
Oyo is taking advantage of the 
recent relaxation of the rules 
of Cocam, the Paris-based com- 
mittee which controls high- 
technology trade with commu- 
nist countries, including trade 
in products used in the strate- 
gically I mp or ta nt ail industry. 

Japan has been ultra-sensi- 
tive about observing Co com 
rotes since Toshiba Manhine, a 
machine tools maker, was 
found in 1968 to have exported 
banned items to the Soviet 
Union. 

Under an agreement made 
public In Tokyo yesterday, Oyo 
Geospace, a Houston-based 


subsidiary which specialises in 
the oil and gas industries, will 
take a 40 per cent stake in a 
venture to manufacture seis- 
mometers at Ufa in the Bash- 
kir Autonomous Republic, In 
Soviet Central Asia. Chari a 
medium-sized Japanese trading 
company which brokered the 
deal, will take 5 per cent, and 
Soviet partners will own the 
remaining 55 per cent 
The venture, to be called 
Oyo Geo Impulse, will be capi- 
talised at 15m roubles (£43m at 
the new commercial rate). R 
will start operating next sum- 
mer and is intended to produce 
1004100 instruments a year, ris- 
ing to 1.1m in three years. 
Most of the output is destined 
for use in the Soviet Union, to 
boost oil and gas output to 
earn hard currency. But some 
will be exported to eastern 
Europe and Vietnam. 

Industry analysts in Tokyo 
were cautious. about whether It. 
would start operating in time. 


O Delighted relatives and friends 
greeted the Z82 French hostages and 
19 other foreigners liberated by Iraq 
as they arrived yesterday at Paris’ 
Charles de Gaulle airport from 
Baghdad, Our Foreign Staff writes. 

The Frenchmen, including Pierre 
Sanchez above with his wife, freed 
after nearly three months, said the 
worst part was the isolation and 
lack of news. For US hostages, they 
said, life was tougher. None of the 
returnees r eported any physical 
mldn w rtmant “Baghdad was a pl«n » 
without bars,” said one of the 
released Frenchmen. It was apart 
of my life I won’t forget.” 


By Lara Marlowe in Damascus 

SYRIA’S relations with the US have 
deteriorated seriously over the past 
week, officials In Damascus say, 
endangering the unity of the Arab 
and western forces confronting Iraq in 
the Gulf. 

Officials trace the cooling of rela- 
tions to US Senate approval earlier 
this month for S700m (£355-3m) in 
em e rgency military aid to Israel, but 
they also cite other factors behind an 
apparent shift away from the US. 

“The US and Syria still agree that 
Iraq should withdraw from Kuwait,” a 
senior Syrian rffvfai said yesterday. 
"But we disagree on everything else 
now. We believe the Americans and 
their western allies want to attack 
Iraq soon, but we will not fight the 
Iraqis. Syrian-American relations 
have reached their limit" 

The Syrian government has com- 


mitted 44100 troops to the US-led mili- 
tary force in Saudi Arabia, and has 
benefited both economically, through 
financial aid from Gulf countries 
worth upwards of $lbn, and politi- 
cally, through tacit US ap pr ov al for 
Hm assault in Lebanon an th** Chris- 
tian forces of Gen moiai Aoun. 

However, the government is now 
making clear to Washington that tt 
cannot be counted an to support US 
policy in the Gulf. ” Just as Syria was 
the vital factor in tipping the Arab 
balance in support of the US deploy- 
ment in Ayafiig^ W C&n tip it 

hack again,” a Sy rian Jou rnalis t said. 

Among ♦hw factors behind Syr- 
ian go vern ment's cooler view towards 
Washington was anger at remarks 
made during the recent Damascus 
visit by Mr James Baker, the US sec- 
retary of state, that Syria and the US 


did not share the same values. 

Relations have also been hurt by 
what Syrians perc e ive to have been 
reticent US co nd emn ation of the Tern- 

jiff M ffiwt ijlinnSwp in Jg imalflin unit 

gfarfw Department c r f t icim n of Syrian 
“excesses" in tiy* wnfor tw« 

wmtfh of Gen Aoun. 

In th e light of th ese fac tors, t he 
govenunenthas opened fresh contacts 
With Aw i t mm , and grw amimmt flamtui 

Syrian newspapers have launched 
their severest anti-American cam- 
paign since the US sought to improve 
finks with Damascus two years ago. 

"The con ta ct s with Amman are a 
result of America’s gift to Israel,” said 
an official in Damascus, "because the 
US has b rough t Israel into the Gulf 
crisis' and destabilised the region by 
giving the Israelis new nrilitary aid.” 
Syna was particularly angered by 


US provision of Patriot missiles to 
ferarf. They fear the weapon could 
neutralise Syria's Soviet-made Sam 
missiles, which they regard as their 
main defence against Israel. 

Government officials say that such 
is the fear of Israeli aggression that 
Mr Hafez al-Assad, the Syrian presi- 
dent, told Mr Yevgeni Primakov, the 
Soviet special envoy, during the 
Damascus lug of his recent M iddl e 
East shuttle that Syria could not 
countenance the destruction of Iraqi 
military power since it was a neces- 
sary d et e rrent to Israeli might 

The central command of the 
National Progressive Front, Syria's 
highest governing body riiaired by Mr 
Assad; meets this week and is expec- 
ted to issue an important policy state- 
ment. Such meetings have never 
before been armoonoed in advance. 


Congress urges Bush to delay military action Kaifu faces defeat on 

By Lionel Barber in Washington SCIKlillg tTOODS OYCrSCaS 


REPUBLICAN and Democrat 
congressional leaders yester- 
day urged President George 
Bush to delay militar y action 
against Iraq until sanctions 
have been given a fair chance 
to press Baghdad into ending 
its occupation of Kuwait 

During an 80-minute meeting 
at the White House, Democrats 
tnid Mr Bush that the use of 
force should be a last resort”. 
The president, however, con- 
tinued to insist that “all 
options are open”. 

The Bush adminis t r ation has 
turned up the rhetorical heat 
a gainst President Saddam Hus- 


sein, raising fears in Congress 
that the US might take otfen- ■ 
sive action while the House 
and Senate are adjourned until 
the New Year. 

These fears have stimulated 
the growth of a "peace party” 
numbering up to 80 Democrats, 
many of whom argue Mr Bush 
cannot go to war without prior 

CTngpw ad final a p pr o val 

Although Mr Bush promised 
to consult Congress in tbe com- 
ing two montha, he vigorously 
resisted the notion thwft Con- 
gress must authorise military 
action. At yesterday's meeting, 
he left la wmaker s Jn no doubt 


he mfpmdg to retain nrarl m inw 
flexibility as commander-in- 
chief of US forces. 

None of the congressional 
l e a der^ who attended die meet- 
ing came away with the 
impression that war was immi- 
nent, though Senator William 
Cohen, a Maine Republican, 
said Mr Bush’s patience was 
"wearing thin”. 

Senator Claiborne Pell, Dem- 
ocrat chairman of the Senate 
foreign relations committee, 
expressed concern that a 
peremptory move toward offen- 
sive military action — without : 
any dear Iraqi provocation - 


would risk losing the support 
of the American public. 

Congressman Dante Fascell, 
chairman of the house foreign 
affairs committee, indicated 

tile main differenc e firmed on 

when Mr Bush would have to 
go to a frill session of Congress 
in support of military farce. 
"Let’s take a dear scenario. If 

your forces axe attacked by the 

e n e m y, then you have the right 
to respond.” 

The new rhetorical offensive 
follows concern in Washington 

— and T^mdmt — that flw CXfid- 


By lan Rodsar in Tokyo 

PROSPECTS .for passage of a 
controversial hall to wwnk the 
Japanese government to send 
troops overseas on peacekeep- 
ing m iw ak ma have virtually dis- 
appeared following open criti- 
cism of it this week by two 
influential senior politicians. 

Defeat erf the Mu would be a 
severe, hut probably not lethal, 
setback for the administration 
of Mr Toshfiri Kaifu, the prime 
min ister , a might also land to 


AdHty-of the ndStary option Is ■ renewed criticism abroad of 
eroding:' ~ ' ' Japan’s apparent unwilling- 


Investment up in China 


Israeli TV and radio hit by strike 


By John Elliott in Hong Kong 

THE interest of foreign 
companies in investing in 
southern China began to pick 
up in the middle of tith year 
after a slump that started with 
the Tiananmen Square crisis in 
Peking 16 months ago when 
virtually all foreign investment 
decisions were deferred. 

The value of newly signed 
foreign investment contracts in 
Guangdong, China's most capi- 
talist and advanced province, 
totalled $535m (£27L5m) in 
May and June, which was 44 
per emit higher than the level a 


By Hugh Camogy in Jerusalem 


year earlier. There is, however, 
no guarantee that the projects 
will go ahead. Investment con- 
tracts totalling $9bn remained 
dormant at the end of last 
year, representing 66 per cent 
of the total signed since 1979. 

Despite the improvement, 
based on Peking statistics, 
Hongkong Bank has warned 
that flpintai inflow is still suf- 
fering from last year’s unrest 
and that statistics for the rest 
of this year will he inflated 
because of low base figures in 
tiie second half of last year. 


THOUSANDS of Israeli 
engineers, technicians and aca- 
demics went on indefinite 
strike yesterday in a dispute 
with the government over 
wage agreements, shutting 
down most radio and television 
broadcasts and disrupting 
some other services. 

Rn ghwering Unions afWKataH 
to the Eflstadrut trade union 
federation called their workers 
out over the government’s 
refusal to extend to 10 loss- 
making state-owned companies 
a two-year national wage 


agreement readied last week. 

The two-year overall deal, 
granting a 9 per cent rise 
above separately agreed infla- 
tion compensation, has been 
criticised by the Bank of Israel 
as dangerously high at a time 
when a flood of imm i g r a tion by 
Soviet Jews is adding to the 
strains of already high unem- 

pl»yim*nt and rising Inflation. 

Although the proposed gov- 
ernment exemption from the 
agreement only directly affects 
about L500 workers, the strike 
call covered about 120,000. Offi- 


cials said little more than half 
had stayed away from work. 

• Anglo American of South 
Africa says it win fund high- 
tech firms in Israel and 
develop their technology in 
South Africa, Renter reports 
from J ohannesb urg. It did not 
name its associates i n the ven- 
ture capital fund, AATKS Ven- 
tures Ltd, and gave no details 
of the frmd’B size. 

Various South African firms 
are already benefiting from 
Israeli technology, notably in 
tee aims industry. 


Germany to give 
Egypt crisis aid 

By Kaffiarino Campbell in 
Frankfurt 

GERMANY is providing 
around DMlbn (£3O0r ) in aid 
to help Egypt deal with effects' 
of the Gnlf crisis, the Develop- 
ment Ministry In Bonn said 
yesterday. The package con- 
sists of DMQOQm of crisis-re- 
lated n fd, DM235m under the 
regular ■ development pro- 
gramme for 1991, and a sum of 
DHC540m previously blocked 
because Egypt Is at least 
DMTBOm in arrears in debt ser- 
vice payments to Bonn. 


' Japan’s* apparent unwilling- 
ness to share the human as 
well as the financial risks of 
trying to resolve the crisis in 
the Gulf. 

Opposition to the hill, which 
many fear violates Japan's pac- 
ifist constitution, has grown 
steadily both in the Diet (par- 
liament) and in the country 
since it was introduced more 
than two weeks ago. 

Yesterday, Mr Shin Kane- 
xnara, leader of the largest fac- 
tion in the ruling Liberal Dem- 
ocratic Party (LDP) and widely 
acknowledged to be erne of the 
most influential behind-the- 
scenes figures in the govern- 
ment, declared his opposition. 

Mr Kanemam said the gov- 
ernment should not send mem- 
bers of tiie Self Defence Forces 
overseas, because that troubled 


ma ny people in Japan and in 
neighbouring Asian countries. 

Mr JEanetnant -doubted 
tire trfll could be passed in the 
current session of the Diet 
which ends on November 10, 
and urged the government to 
study what Japan and the rul- 
ing pa rty could do for the Gulf 
effort under existing laws. 

fin Monday , Mr mfehi Mlya- 
zawa, the former finance min- 
ister, damned the bill with 
faint praise, saying that the 
idea ot sending troops abroad 
was just within the bounds of 
the constitution, and suggest- 
ing that the bill should be 
passed, even if many of the 
revisions proposed by the oppo- 
sition have to be incorporated. 

The chances of the bm pass- 
ing in its present form were 
considered low even before Mr 
Kanemaru’s intervention. The 
LDP lacks a dear majority In 
the upper house of the Diet- 

Even if tin* Wii Is defeated, 
many observers believe that 
the debate has revealed broad 
agreement among Japanese 
that their c ountry ha« to con- 
tribute more than money to 
international peacekeeping 
activities. What remains 
unclear is how soon a more 
acceptable bill could be 
brought to the Diet. 


Malaysians doff their hats to ethnic traditions ^missasESsam 

Paul Taylor and T.im Siong Hoon on an election that rattled the old order until the chips were down Gabon poll leaves 


P ERHAPS anywhere else it 
would seem odd that the out- 
come of a general election may 
have hung on the wearing of a “hat”. 

But in Malaysia many behave that 
a FnHflwm headcloth - with what 
was mistakingly portrayed as a Chris - 
tian cross on it — donn ed by opposi- 
tion leader Tengku (Prince) Razaleig fa 
mwih in the last few days of the 
campaign played a decisive role in the 
ip AAgUdH victory of his arch-rival. Dr 
a+Kh- Mohamad, and the National 
Pr pp t coalition in this predominantly 
moslem country. ... 

pewbelieved that Dr Mahathir and 


tee country’s eighth general elections. 
Jtat for the first time since mdepen- 
Umno and the Nattonal Front 
an opposition coalition which 
included peninsular Malays in 
uitMiieieh's break -away 


of his much* 
TOunt^"’t wo ' thirds parliamentary 


^defection, fived^j^poH- 
av of the mainly Chr is ti a n Parti 
«te Sabah from the National 
t to the opposition - the move 
h led Tengku Razaleigh, a forma- 
□ cabinet minister togo to 
? Shere he was photographed 
uJtbT headgear - deariy rat- 
TrMahathir and Umno- _ 
^fcryStor aw Sabah viMt the 
L^ontrolled Utnstan Malaysia 
which circulates mainly 
PfjSii Malay readers, and other 
carried the P^tograph. 
£ g£ the tOTMlttorrtaLetrf 
to a photograph of Dr 
wearing e similar 

ethnic origins and 
the Malay majority 
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A voter points to the cross on the hat ofDr Mahathir In an opposition poster too late to undo tee damage 


of the Malay majority 
per cent of the 

lake Since the 


capital. Koala Lumpur, until these 
last elections there has been an 
unwritten acceptance that Malays will 
be the dominant political force while 
the ethnic Chinese, comprising about 
S3 per cent and the Indians about 10 
per cent have been forced to accept 
positive economic discrimination in 
favour of the Malay majority. 

That Umno felt the need to hint at 
the spectre of ethnic unrest in the last 
few days of the election campaign 
seems to attest to the real threat it 
felt from the opposition. In the event 
Umno and its National Front allies 
won a crushing victory capturing 127 
of the 180 parliamentary seats. 

The election itself is likely to be 
given a lightly qualified seal of 
approval by the team of Common- 
wealth observers sent to watch it. 


This despite allegations of abuse by 
members of the locally-based Election 
Watch group and other human rights 
activists who allege irregularities. 

But even if there were abuses Mal- 
aysia still stands out in the region, iff 
not as a model of post-colonial democ- 
racy, then with a substantially better 
record than many of its neighbours. 

now Dr Mahathir having routed the 
opposition might feel confident 
enough to relax his firm grip on the 
wheels of government. But most 
observers think this unlikely. For one 
thing the National Front’s actual 
share of the vote fell to 53 per cent, its 
lowest in three general elections. 

Ill the past Dr Mahathir haw sought 
to dose any channel through which 
his authority might be challenged. 
The casualties have indnded judicial 


independence, media and Individual 
freedom and parliamentary rights. 
Many of those who sided with, or 
worked far the opposition coalition, 
fear they too win now pay the price. 

Such pressure might hasten what 
observers think would happen any- 
way: the disintegration of tiie opposi- 
tion coalition now the elections are 
over. 

But Dr Mahathir still faces chal- 
lenges. The elections focused atten- 
tion on growing regional discontent 
In the predominantly Chinese state of 
Penang the DAP almost realised its 
ambition to rest power from the 
National Front 

Elsewhere the ruling coalition gov- 
ernment now faces hostile state legis- 
latures in both oil-rich Sabah - which 
shows Increasing restlessness within 


the federation - and In Ke l an tan, 
Tengku Razaleigh’s home to**** where 
the opp osi tion rawiitirm including the 
Islamic fundamentalist Parti. Islam 
(PAS) won every state seat 

Dr Mahathir also needs to kee p Mal- 
aysia's economy on course and grow- 
ing. In the immediate aftermath of the 
elections Kuala Lumpur’s stock 
exchange jumped, led by Umnocon- 
trolled companies such as United 
Engineers irmfai XbII«. 

The fundamentals of the economy 
are indeed impressive. Spurred by an 
influx of foreign investment the ecofr 
amy is expected to grow by around 10 
per cent in real terms this year and 
by more than 8 per cent next, accord- 
ing to Mr Tang Kooi Ong, of Morgan 
Grenfell Asia Securities. 

But there are ripw that inflation- 
ary pressures are building and, 
because the economy is so export-ori- 
entated, the country Is vulnerable to 


revenues. 

Those allied to Dr Mahathir say the 
election results were an endorsement 
of his 'vision” of a new Malaysia. 
T hrough industria l refo rms and a 
diversification away from agriculture, 
he wants to builda society within the 
next decade that would be equal to 
South Korea's standing today in the 
world. He wants to inculcate new 
social habits, the east Aslan culture of 
thrift, hard work, team spirit, and 
acquiescence to authority. 

Malaysia's election did not produce 
what many of the country's but 
growing professional middle class had 
privately hoped for, the emergence of 
a solid multi-ethnic two-party political 
system. 

What they did do was rattle the 
structure of ethnic-based politics 
which for two decades has been a way 
of Ufa in the country. But as the 
KadasMTi headgear affair demon- 
strated, ethnic politics, when ; 
exploited with force, can suZl deter- 
mine an election outcome. 


ruling party in power 

THE ruling Gabonese Democratic Party won 62 seats in the 
120-member national assembly after a final round of elections, 
Renter reports from LifrrevfiLe. Independent candidates allied 
with President Omar Bongo's ruling party took three seats in 
Sunday’s vote, giving the government a l&seat majority. Opposi- 
tion parties held 55 seats after the third and final round of voting. 
The poll was part of Gabon’s first multi-party election since 
independence In I960. 

Bhutto ‘rigging’ claim backed 

The Paris-based International Federation of Homan Rights 
human rights group yesterday alleged that sophisticated vote-rig- 
ging wiped out MS Benazir Bhutto’s party In last week’s Pakistan 
elections. AP reports from Islamabad. The US said it had found 
no reason to question the results. 

Tokyo fails to please Man dela 

Mr Nelson Mandela, the South African black leader, yesterday 


apartheid "absolutely insignificant" compared with other coun- 
tries, AP reports from Tokyo. According to Mr Toshfld Kaifu, the 
prime minister, Japan’s policy is not to give assistance to political 
parties in other nations. 

Pretoria resumes Polish ties 

South Africa yesterday announced an agreement with Poland to 
set u p “offices of in terests ” in eac h other’s countries, AP reports, 
from J o hann e sburg. The country recently signed trade and dtnlo- 
matic agreements with Hungary and Romania, and South African 
trade officials visited the Soviet Union earfi»r this year. 

China and Vietnam sign pact 

China and Vietnam have signed their Cist bilateral agreement 
since ties were broken more than a decade ago, according ^ 
Vietnamese official, Reuter reports from Peking. The agreement 
will allow tour groups to visit each other’slountrira! 

Sub-Sahara aid pledge 

The 25 damns to the Special Programme for Assistance for th#> 
poorest, most indebted oab-Sahanm African countries yesterday 
announced a new «jmmifaneut of |7^bm$8bn for 1S91-1993 to 
them continue econom ic reform programmes, Nancy DutSe 
writes from W ashing ton. 
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Within the Daimler-Benz Group, we are 
gaining a whole new spectrum of oppor- 
tunities for progress. 

We will continue to build the best auto- 
mobiles in the world, and constantly 
improve their safety and environmental 
compatibility. 

Utilizing shared knowledge and experience 
from all the Daimler-Benz corporate units, 
we will create new concepts in aviation, 
aerospace and the communications sciences 
and turn dreams into growth opportunities. 

DaimlerBenz 



US BUDGET DETAILS 


FINANCIAL TIMES WEDNESDAY OCTO BER 31 IM P 


PETER RIDDELL, US EDITOR, ANALYSES THE DEFICIT REDUCTION PACKAGE 

Flexible targets undermine Gramm-Rudman law 


THE Bosh administration expects 
the federal deficit to be eliminated In 
fear years, the result of budget mea- 
sures and a sharp improvement in 
the economic outlook from late next 


Ch an g i ng Deficit Targets - ha bBBon» of dollars 


IMS Vernon 


Gremm-ftedman doflcfl (ornate 
-1967 Vontoa 1990 Wanton” 


The statutory Gramm-Rudman 
targets for ending the deficit, intro- 
duced in 1985, have already been 
revised once - in 1987 - and they 
have now been changed again sub- 
stantially. 

Not only have the targets been 
relaxed and put back again but their 
basis has been changed to remove 
some of the big fluctuating vari- 
ables. Indeed, the targets are now so 
flexible, particularly in response to 
economic changes, that they have 
lost whatever precision they had in 
the past. 

While the targets might now be 
more achievable, this may only he 
because they have become more 
adjustable. AH undermines the 
spirit as well as the letter of the 
original Gramm-Rndman law. 

For instance, the costs of the 
savings and loan rescue and bank 
deposit insurance and the surplus on 
the social security fund, to finance 
retirement pensions, have been 
excluded. 

In fiscal 1991, for example, the 
social security operating surplus is 
estimated at nearly $49bn (£25bn) 


1986 

171.9 

— 

— 

221.2 

1967 

144.0 

_ 

— 

149.7 

1988 

72.0 

144.0 

— 

155-1 

1989 

36A 

13&0 

— 

153.3 

1990 

0 

100-0 

- 

220.4 

1991 

— 

64.0 

205 0 (253-6) 

— 

1992 

— 

28.0 

197.1 (229.4) 

— 

1993 

_ 

0 

IBB. 6 (129.4) 

— 

1994 

_ 

— 

111.6 «- 16.7) 

— 

1885 

— 

— 

ea3«-eiL3) 

— 


TOO wanton •vtuOm am of amringa sort tan iwtw nxf band tiopooB hmtrancm ana surplus on social 
aauurttjf tuna (Bgvrmm In Anadkats an oM brnnhi fmtnumlgn mum ourptua 

Sounau OtOcm at Uanaaamant and BuUgnt 


while the deficit on the deposit 
insurance category is put at $97bn. 
However, by fiscal 1995 the social 
security surplus is estimated at 
587bn, and deposit insurance is proj- 
ected to show a surplus of nearly 
$45bn. 

Consequently, if the old defini- 
tions had been continued the deficit 
would have been projected to disap- 
pear by fiscal 1994, while on the new 
basis there will not be a balanced 
budget until fiscal 1996. 

The budget documents, only 
slightly amended by the month’s 
wranglin g since the original summit 


agreement, show the extent of dete- 
rioration in the budget outlook. Last 
January the administration was 
projecting a deficit for fiscal 1991 of 
just over $ 100 bn on current policies, 
falling to just below the then 
Gramm-Rudman target of $64bn 
after $36hn of budget measures. 

Now the 1991 deficit on current 
policies is estimated at nearly $294bn 
with about half the increase being 
explained by the soaring cost of the 
S&L rescue and increased costs of 
the bank insurance fond. Most of the 
remaining rise reflects a deteriora- 
tion in the economic outlook this 


year or, rather, a more realistic offi- 
cial view of short-term prospects. 

The roughly $4lbn of first-year tax 
and spending measures takes the 
total down to S254bn - before taking 
account of the redefined targets. 
Indeed, the 1991 package is less than 
the $36bn deficit cuts proposed last 
January wing an adjustment la marip 
for the expected net costs of the Des- 
ert Shield military operation in the 
Gulf. This is estimated at $5.7bn 
after deducting contributions from 
other countries. 

The five-year $492bn package - 
down $8bn from the original agree- 
ment - is composed of about 38 per 
cent from additional tax revenues 
and 72 per cent from savings on 
spending below previously assumed 
levels. The main changes since the 
original summit agreement involve 
about $20bn less savings on federal 
benefit programmes, notably Medi- 
care health provision for the elderly, 
and an extra $i2bn in ams user 
foes, mainly raised from the better- 
off. 

ffl ghw lnw^ w paid by those 
earning more than $100,000 a year 
alone account for a quarter of the 
additional gross revenue. 

Critics hive argued that the defi- 
cit projections are still on the opti- 
mistic side. For instance, real 
growth in gross national product Is 


projected to accelerate from L3 per 
cent during the course of next year 
to &8 per emit during 1982 and 41 
per cent in 1993. 

Similarly, the interest rate on 
three-month Treasury bills is proj- 
ected to decline from an average 7.7 
per cent this year to 5.7 per cent in 
1992 and 49 per cent a year lata:. 

Moreover, the revised targets 
include a number of loopholes, apart 
from the exclusion of the Desert 
shield operation and I tems such as 
Egyptian debt forgiveness. 

Mr Stan OoQender, director of fed- 
eral budget policy at accountants 
Price Waterhouse, has noted that the 
budget director will be allowed to 
adjust the cwniwn- n namim deficit 
mflahniirnw and spending reve- 
nue limits to account for changes in 
the economy. Consequently, “even a 
new and higher deficit forecast will 
not force Congress and the White 
House to wt faw w p f to develop a nrtffopr- 
defi ci t re ductio n package.” 

Yet, while Mr Bichard Damian, 
the budget director, has provided 
some safety outlets to cushion possi- 
bly higher estimates of the cost of 
the savings and loan rescue, or any 
further wwiwmir downturn of 
the 1992 presidential election, the 
new targets suggest this is Ear from 
being the last budget package of the 
early 1990s. 







: safety outlets 


■ FOREIGN 
INVESTORS 

Reporting 

requirements 

tightened 

FOREIGN investors operating 
in the US will face tighter 
reporting requirements and 
consequently should pay an 
addmnnal $300m (El m 2m) in 
taxes over the next five years. 

However, more far-reaching 
proposals made by leading con- 
gressmen, ftmimHng withhold- 
ing tax on foreigners* capital 
gams, were dropped from both 
the original summit agreement 

and the Rnfll pBrtotg P- 

Foreign-owned companies 
will have to keep records for 
review by the Internal Revenue 
Service on all tax mattras, not 
just on transactions with 
related foreign parties as 
required under a 1989 law. 

The new law also gives the 
IRS powers to seek information 
from branches of subsidiaries 
of forelgn-owned groups. 

Revenue would be generated 
from collection of taxes previ- 
ously lost because of the expiry 
of the Statute of Limitations 
and fbom the imposition of 
penalties for non-payment of 
taxes. This is reinforced by the 
proposal to raise by two per- 
centage points the interest rate 
on corporate tax underpay- 
ments over $100,000 following 
notification by the IBS. There 
is also a surtax on under decla- 
rations of income over $10m 

The new measures result 
from increased IRS and con- 
gressional concern about 
under-payment of taxes by for- 
eign-owned companies as a 
result of manipulation of US 
declared profits caused by 
internal transfer pri c in g trans- 
actions. 

While foreign investors and 
governments have been wor- 
ried about the possible exten- 
sion of extra-territorial author 
ity, there is relief that the 
provisions are not as onerous 
as originally feared. However, 
forther congressional inquiries 
are under way and new propos- 
als aimed at foreign investors 
are possible next year. 


MAIN POINTS OF BUDGET 


FEDERAL SPENDING 


■ Income tax - top marginal rate increased from 28 to 
31 per cent 

■ Excise tax on petrol raised by 5 cents to 14 cents a 
gallon; beer, cigarette and wine taxes up 

■ New luxury tax of 10 per cent on aircraft, boats, cars, 
furs and jewellery 

■ Tax rate on fuel-heavy cars doubled 

■ Social security programme extended to all state and 
local workers; employees can earn $125,000 (up from 
$51,300) before they pay 1.45 per cent Medicare tax 

■ Foreign investors made more accountable to Internal 
Revenue Service 

■ Five-year federal entitlement programmes cut by 2.5 
per cent and rules tightened to prevent overspending 

■ Corporate taxes raised to contribute 11 per cent of 
budget revenue; small businesses receive over $1bn in 
tax breaks 


TAX SYSTEM 


Few cuts planned for federal spending 


THE budget package makes 
little impact on federal spend- 
ing programmes, though new 
enforcement rules are intended 
to produce a tighter discipline 
against overspending. 

Of the overall $492bn 
(£249. 7bn) five-year package, 
some $99bn comes from redac- 
tions in benefit or entitlement 
programmes, or only about 2% 
per emit of the total expected 
spending in these categories 
over the period. Some $32.4bn 
is expected from reduced reim- 
bursement payments to doc- 


tors and to hospitals and 
nearly $15bn from reductions 
is farm 

Around $l82bn of the cuts 
come from discretionary pro- 
grammes, mostly from defence. 

While, as Republicans are 
lo udly mi mplafwlTw thin hardl y 
represents a willingness by 
congressional Democrats to cut 
much-liked programmes, the 
new roles offer the hope that 
these figures may be more real- 
istic than in the past 

For the next three 'years, 
sprang* have been set for the 


separate categories of defence, 
foreign aid and discretionary 
domestic (thus excluding social 
security andrhealtfa. provision). 
If these ceflings are exceeded. 
tins administr ation is required 
to make automatic spending 
cute within each ca tegor y . 

Moreover, all new govern- 
ment benefit programmes 
enacted by legtetetton may be 
offset by »»p""4fag cuts. The 
same point applies to proposed 
tax cuts. But this will not 
apply to Increases in social 
security spending caused by 


changes in the economy. 

In addition, tighter controls 
are being applied to various 
federally guaranteed bodies to 
ensure a clearer definition and 
c on gress iona l authorisation of 
the subsidy component of 
direct and guaranteed loam. 

Further, the Treasury and 
the Congressional Budget 
Office have been directed fa 
prepare studies, on the finan- 
cial wwmrfrwxm of such guaran- 
teed enterprises, which axe 
involved in home mortgage, 
student and agricultural loans. 


•Package fine tunes Reagan administration’s radical overhaul 


THE BUDGET package is the 
first significant change to the 
US tax system since the radi- 
cal overhaul somewhat unex- 
pectedly pushed through four 
years ago by the Reagan 
administration and Congress. 

Despite raised eyebrows, 
architects of the 1986 reform, 
such as Democrat Senator Bill 
Bradley, believe the structure 
they so laboriously created is 
8 till largely Intact. Writing 
good tax law, he has said, has 
always been a matter of “bal- 
ancing competing goals of 
simplicity, efficiency and 
equity". 

However, in view of all the 
elaborate compromises over 
tax breaks and income tax, Mr 
Dan Rostenkowski, chairman 
of the House ways and means 
committee, has conceded that 
“our quest for simplicity and 
clarity will have to be post- 
poned for another day". 

The aim of the 1986 changes 
was to broaden the definition 
of income in order to lower 
tax rates as far as possible. 

This involved eliminating 
various tax breaks and loop- 
holes to equalise the burden 
on households with similar 
Incomes and to produce the 
least possible discrimination 
between incentives to work, 
save and invest 

Like any product of the US 



political system, the 1986 
changes were imperfect leav- 
ing a number of loopholes and 
large scope for deductions for 
mortgage-financed housing 
and employee fringe benefits. 
Nevertheless, the maximum 
marginal Income tax rate was 
cut from SO to S3 per cent and 
capital gains were treated as 
income. 

The latest package amends 
but does not basically under- 
mine that reform. While the 
old bubble - under which the 
very wealthy (those earning 
more than about $180,000 a 
year) paid a marginal tax rate 


of 28 per cent against 83 per 
cent for those just below this 
level - may have been elimi- 
nated, a new bubble has been 
introduced. 

The limit on itemised 
deductions and the phasing- 
out of the personal exemption 
will add to marginal rates, 
depending on family size. 

The mar ginal tax rate rises 
by 0.5 percentage points for 
each man, woman and child 
in a family. 

Nevertheless, the US per- 
sonal tax system remains pro- 
gressive as a whole and no 
taxpayer will pay more than 
31 per cent of their income In 
federal Income tax. Moreover, 
nniika the original summit 
package, low income workers 
will be substantially assisted 
by the final law which 
increases the earned income 
tax credit for low-wage work- 
ers, especially with families, 
to help pay for child care and 
for health i ns urance. 

This will cost $18bn over 
five years. 

The decision to hold capital 
gains tax to a maximum of 28 
per cent opens up a gap with 
the top maiyinai Income tax 
rate or between 8 and 5 per 
cent, depending on the impact 
of other tax changes. But 
such a differential should 
make little impact on incen- 


Now Taxes - change ba tax bunion Inchnfing In co mo 

credit and eacbe taxes 


incomo 

Group 

$ 10,000 and less* 

S 10.000 to $ 20.000* 
$ 20,000 to S so.ooo 
S 80000 to S 40000 
$ 40.000 to $ 60.000 
$ 50,000 to S 70000 
.$ 75,000 to 8100000 
$100000 to 5200,000 
S2QQ2Q0 and above 
• Bwtatotort w af a nwf taw 


fives. 

While this is regarded as a 
virtue by supporters of the 
3966 reforms, tt is seen as a 
drawback by the Bush admin- 
istration and others who 
favour a large cut in capital 
gains tax to, say, 15 per cent. 
They believe that such a dif- 
ferential will be a spur to 
investment activity and enter- 
prise. This battle will be 
rejoined next year. 

Several other tax breaks are 
either continued or Intro- 
duced. 

• Income Tax. Increase in 
top marginal rate from 28 to 
81 per cent. Elimination of 
current bubble under which 
income for joint filing couples 
from $78,400 to $185,760 is 
taxed at 33 per cent - this 
group will pay a top rate of 31 
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per cent Raising alternative 
minimum rate from 21 to 24 
per cent and setting a top cap- 
ital gains rate of 28 per cant 
Reducing itemised tax deduc- 
tions by 3 per cent of adjusted 
gross income over $100,000 
phatring out exemptions, 
starting at $100,000 and end- 
ing at $225,000 for single fil- 
ers, and from $150,000 to 
$275,000 for joint filers. 

• Excise taxes. An increase 
of five cents to 14 cents a gal- 
lon In federal petrol tax. A 
rise of eight cents to 24 cants 
a pack in cigarette tax by 
1998. Doubling of tax to 82 
cents on a six-pack of beer 
and a rise of 18 cents to 21 
cents on a bottle of table 
wine, with an exemption for 
w nnil producers. 

• New luxury tax of 10 per 


cent on amount over sales 
price of $250,000 for aircraft, 
$100,000 for boats, $30,000 for 
cars and $10,000 for furs and 
jewellery, including watches. 
Taxes do not apply to aircraft, 
cars and boats used exclu- 
sively for business or trade, 
or to leather and artificial fur. 

• Fuel guzzlers. Tax rate on 
cars that get less than VLB 
miles/gallon wifi be doubled. 

• User fees. Extend 3 per 
cent excise tax due to expire 
this year and increase passen- 
ger ticket tax from 8 to 10 per 
cent 

• Social security. Extend 
programme to all state and. 
local workers. Increase cap on 
employee wages subject to 
1.45 per cent Medicare tax 
from $51^00 to $125^)00. 


VENTURE CAPITAL 

The Financial Times proposes to publish this survey on: 
26th NOVEMBER 1990 

For a full odi tonal synopsis and advertisement derails, please contact: 

ROBERT FORRESTER 
on 071-873 3206 

or write to him at 

Number One 
Southwark Bridge 
London 
SE1 9HL 


m YOU HEAR THE QUIET REVOLUTION 
IN LATIN AMERICA’S KEY ECONOMIES? 


MEXICO • BRAZIL f VENEZUELA t CHILE • ARGENTINA 


Latin American Monitor’s newly region's fast-danpng key econom* 
pub&hed 1990 Country Repots on fes. Over 100 pages, each report 
Mexico, Brad. Venezuela. Chfe and provides die latest market Intefr 
Argentina are the most oomprehen* gence aid pofitfcal risk assessment 
slveand uiHcKfete arveys on the for businessmen and bankers. 


region's fast-changng key 
ies. Over 100 pages, each 


Argentina are the most oomprehen- gence and poBtkal risk assessment 
5 ive and up-fenlate surreys on the for bashessmen and bankers. 

Eodf Country Rfjwrt contains: 

| Forecasts & Analysis of el potato! and economic developments: po&y 
changes, economic bdettors. foreign trade, marioet prospects and projects. 

| PtAkalRbfcBCTlreex am infctgindri^die Qg T t^a dministratkaibbopr. 
the armed forces and political parties 

| Economic Data Including over 40 stadstkal tables and graphs covering 
economy, finance. Industry, markets, trade and investment. 


-CANANItF: IF' A-NY OF OUR REPORTS FAIL TO ViF-FI l M’r.L I A HONS 
fUU. PAYMENT WILL EE RE ELI APED QA RETURN Or KErORIS 


£130 RJSS220! per report • £530 (US$8901 far set of 5 

Pbooe Jonathan Fenne on 081-870 9749 to place ytrar order 
Or fax It co 081-870 9740 

Write tec Latin American Meritor Ltd 370 Old York R& London SWI8 ISP 

launched s even years ago. Lads American Monitor saves the information 
needs, of Saaks. Gastaesses. governments and mean* centres 
in more t fum 90 countries around Ihe world. 


■ CORPORATE 
SECTOR 

Insurance 
industry 
will pay 
extra 
$8.5bn 


THE corporate vector will 
receive a number of benefits, 
from the budget padnsv'tat 
the baste tax itraetuw wifi 
not be altered. 

Overall* higher corporate 
taxes account for only about 
11 per eent of the nearly 
*i 65 li (£8 3.7bn) la grass raw 
ante in the budget. The By 
seat co ntrib u to r Is the insur- 
ance industry, which win nay 
an additional $62tm over five 
years as a result of a Unk ot 
deductions on tosses on prop. 


, «t*il 
V 
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erty and casualty 
and by reducing d 
on the cost of 


deductions: 
citinf bosi- 


The excise tax on the use of 
excess pension assets for 
other business purposes fay a 
corporation is nlsed fisn 1$ : 
to 20 per cent. 

Further restrictions are 
imposed an the.aMUty of cor* 
poxatioau to reorganise wttfc 

the ftoxi-: 

fallity of financially troubled 
corporations to restructure 


The proposal would chance 
tiie tax treatment of drat 
exchanges, In which a com- 
pany issues new debt securi- 
ties in exchange for existing 
debt securities. 

Under current law. If the 
new- se cu ri ties have the same 
face amount *s the <dd efesa, a 
comp a ny can Usually avoid a 
taxable gate ra the exc han ge , 
even though R la creating a 
profit by retiring debt at a 
tower cost -than its face 


Thb new proposal would 
trace cwsgpm&m to book the 
new debt for tax purposes at 
tta fair niarket vali , which 
would generate a taxable 
Lgaln. The roly exceptions 
would be "tt*" 1 ** that are : 
insolvent orlnbankruptey 
proceedings, rod the sew law 


number of tax breaks. These 
indade res e arc h and experi- 
mentation tax credits and 
raUafe for employer pr ovMed 
legal services -and. €»*catiaa 
imnbursemeiit, health insur- 
ance for the self-employed and 
subsidies for low-rincome 
hourimrdevetonm rat . . . 

1 Continuing exfcfflng. reliefs 
wfil cost $&2bn over five 
years. 

The legislation -also 
indnd» neariy $2Jfl» In new 
ene rgy ta x I ncenti ves over 
five years far tadepeudent oil 
and gas drillers as well as a 
3321m tax pre fere nce for pro- 
duction of ethanol need In 
alternative car fuels. 

Small businesses received 
well over film in breaks - 

n w»c H amallar Hwn the origi- 
nal $i2tm package of “growth 
incentives”. 

The proposals now include 
aid to estates Including small 
business as sets a nd to amafier 
companies bnyMgir new equip- 
ment fra protective purposes 
or to help disabled people. 

A modification, of the estate 
freeze rules would make tt 
easier for retired business 
owners to wiittaln some 
ftnawriai ties to their com- 
pany even after they have " 
given most of tt over to their 


OTHER AMERICAN NEWS 


Leningrad mayor 
meets Baker as US 
broadens contacts 


Scramble on for Colombia assembly 

Everyone has joined constitutional bandwagon, writes Sarifei Kmjaii 


By Lionel Barber in Washington 


mb James Baker. US secretary 
of state, yesterday held talks in 
Washington with Mr Anatoly 
Sobchak, the reformist mayor 
of Leningrad, a farther sign 
th«t the US intends to broaden 
contacts with the Soviet Union 
beyond President Mikhafl Gor- 
bachev. 

Mr Sobchak, who left the 
Commu nist party earlier this 
year and ranks second only to 
Mr Boris Yeltsin In Soviet 
opinion polls, also met Gen 
Brent Scowcroft, President 
George Bush’s national secu- 
rity adviser. 

The welcome extended to Mr 
Sobchak contrasted with the 
arms-length treatment given to 
Mr Yeltsin and to leaden of 
the secessionist Baltic repub- 
lics on their visits to Washing- 
ton over the past 12 months. 

But the rapid decline of 
Communist hegemony over the 
Soviet Union - coupled with 
US fears of a future break-up 
- has forced the Bush admin- 
istration to re-evaluate its 45- 
year-dd policy of dealing only 
with Moscow. 

The administration has no 
desi r e to undermine Mr Gorba- 
chev, who remains a vital 
interlocutor on arms control, 
regional conflicts and the Gulf. 
Instead, the new policy series 


to encourage the emerging 
plurahsatlon inside the Soviet 
Union illustrated by the rise of 
politicians such as Mr Sob- 
chak. 

During yesterday’s talks, US 
officials asked Mr Sobchak 
about the recently rejected 
radical Soviet economic reform 
programme rod about eco- 
nomic prospects this winter. 

Mr Sobchak told the Wall 
Street Journal that fears of a 
"hungry winter” in the Soviet 
Union were exaggerated. He 
said the harvest was good, and 
such as Leningrad had 
manggpri to barter Industrial 
goods for food.. He also dis- 
missed speculation of a mili- 
tary coup to oust Mr Gorba- 
chev. 

In a recent policy speech, 
Mr Baker spoke of a "darker , 
side” to the Soviet revolution, 
where "standards of living are i 
deteriorating, shortages are * 
spreading, and the harvest is 
rotting” and ethnic tensions 
are rising. 

Mr Zbigniew Bmatinksi, 
national security adviser to 
former President Jimmy 
Carter, told & recent Senate 
hearing on "Soviet disunion: 
creating a nationalities policy” 
that the US “should not help 
Mr Gorbachev exclusively”. 


F OUR weeks weeks away 
from elections fear a 70- 
seat constitutional 
assembly which is to bring Cd- 
ombia’s institutions op to date 
and pave the way fra peace, 
politi cal parties, guerrilla 

groups, trades mirf drug 

traffickers’ front men are 
Hff rarnhltng far places . 

Even the national liberation 
army (ELN), a hard-line move- 
ment spedaMng in dynamit- 
ing oil infrastructure and kid- 
napping, has joined the 
bandwagon and signed a con- 
ciliatory communique put out 
by the guerrillas' national 
co-o rdinating body. 

The communique, which 
calls for immediate peace talks 
and guerrilla representation in 
the assembly, is also signed fay 
Colombia's biggest and oldest 
rebel organisation, the tmre- 
generate Marxist group Fare. 

Until now, the Government 
had Insisted an demobilisation 
as a condition fra participation, 
as well as the release of all 
kidnapped victims. Two seats 
in the assembly have been set 
aside for guerrillas already 
negotiating peace trams, such 
as the DPL, with the under- 
standing that there could be 
mare. 

If the Faro and the ELN were 
to surrender their arms, it 
would be an extraordinary vic- 
tory for President Cesar Gavi- 
ria, but past failures advise 
scepticism. Both groups have 
been extremely combative 


recently anfl nritW Tma tho 

popular appeal which gave 
M-19 guerrillas third place in 
the presidential election last 
May, within weeks of demobi- 

Hwfaig 

With the liberal and Conser- 
vative parties In squabbling 
disarray, M-19 and other politi- 
cal forces are expected to win a 
good share of the assembly. 
Thirty-six seats will be enough 
to con trol it, t faouffi t he Go v- 
ernment will be putting strong, 
well-ihoughtrout reforms to the 
assembly based an hundreds of 
wor kin g groups set up to col- 
late npininna aTOtOld uK COtto* 
try. 

Extradition - which had 
been left out of the agreed list 
of themes - will now certainly 
be raised, and almost certainly 
buried for good. The extradi- 
tion of has become 

fam w rfngiy unpopular in Col- 
ombia, partly because the traf- 
fickers have succeeded in link- 
ing it with retaliatory bombs 
and partly because of the toss 
of sovereignty implied. 

The kidnap of Francisco San- 
tos, news editor of the Bogota 
daily. El Ttempo, and six other 
journalists appears to be the 
traffickers’ main bargaining 
card in their bid. fear recogni- 
tion as a "political" organisa- 
tion. if ri ven this status, they 
would, m the same way as 
guerrilla fighters, be able to 
negotiate for a pardon. 

A range of political figures 

and newspaper columnists now 





Gaviria: welcoming all 

argue for political treatment 
for traffickers - the Liberal 
Party congressional block 

came dose to agreeing on thta 
hu e, and M -19 has always W n 
in favour of a drug dialogue. 
Other constitutional propona^ 
such as a clause muMwg it 
impossible for the authorities 
to confiscate any Colombian's 
property, would also benefit 
the cocaine cartels. 

7%e constitutional gwamHy 
originally arose as a way to 

bypass congress and guarantee 

s weepin g reforms. Some of thft 
targets will be congressional 
pnvfieges, such as free trips 
abroad. Increasingly, the 
assembly has come to repre- 
sent a panacea fra Colombia’s 
problems, despite reminders 
that the violence has 


and more com p lex roots. Peo- 
ple working in defence of 
human rights are an-rfavna to 
see clear itaBniH^pg Q f t for 
example, military responsihfi- 
ity in the constitution. 

A recent America's Watch 
report an The Drug War in Col- 
ombia, says “paramilitary 
activity in Colombia has 
become the most important - 
el e m ent of political violence^, 
rod that the military and seem- -. 
rity farces “continue to commit'^ 
violent abuses themselves, rod 
to condon e and support. kflP 
ings by paramintary groups"* ■ : 

The Government argues tiro. 
Ihe report essentially refare fo " 
the last year of the rid raring v 
and things are changing: 

An average of three peopfey 
are kidnapped and 63-p 
murdered every day, aecordw 
to police and hnni»m ririifC' 
organisations* statistics. In 4m ' 
first half at 1990, there-writ^ 

While drug trafficking gjS^V- 
-guerrillas seem likely.- itev 
occupy the limelight in tfte ' 
constitutional assembly.-tfc*^ 
justice system, natural . 
resources, labour leriafetft$ •: 
and education will ^ 
hnpartant themes. So, 
be the use ai the state qfriitop^ - 
geucy-in force oontihnqd^.; ; 
since 1984 — to extenTWr 
President’s power* . ‘ 
greater participation 
establishment political 


“4 bihinr 
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Thatcher defends stance 


oh closer ties to Europe 


By Ivor Owen, Parliamentary Correspondent 


A DEFIANT . Mrs Margaret 

Thatcher, the prime minister. 
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yestaday d» would maintain 

her staid against tbe surren- 

der of ftatber powera by the 
Westminster Parliament and 
tin adoption at a single Euro- 
pean currency. 

In a_ strong defence of the 
views which led to her isola- 
tion -at the Rome EC mm i <■« « ■_ 
Mrs Thatcher accused Mr Jac- 
ques Delates, president of the 
EC Commission, of seeking to 
expand the powers of non* 
elec ted o fficials and of trying 

t0 Mra l the 

Deters proposals for economic 
and monetary onion as the 
“backdoor" to a federal 
Europe: 

-The priife TTifafo t p r 

Mr Nefi Kinnock, the Labour 

leader, “Bttie Sr Echo" after 
be had argued that had she 
adopted a diffe r ent approach 
the other EC head s of govem- 
ment' would have been more 
susceptible to Britain's case. 

Id more’ conciliatory tones 
the prime minister forecast 
that fee forthcoming intergov- 
ernmental conference would 
see the, abandonment of the 
“grandiose" -concepts which 
dominated , the Rome summit 
and a return to rational discos- 
skm which would result in an 
outcome acceptable to Britain. 

Britain, she said, would not 
be alone in opposing a single 
currency when the tall imphea- 
ttons - Incfanttng the transfer 
of money and the massive 
movement of people in search 
of jobs in new locations - were 
realised by other EC members. 

' Mrs Thatcher also made it 
clear., '.that, fundamental 
nHug M BMfflng amendment 
to tea Rome treaty would not 
be possible. without Britain’s 
apeanenL "You can only have 
a new treaty if all ( 12 ) BarUa- 



Mrs Thatcher leaving 

malting her Commons speech 


meats ratify it,” she stressed. 

njfmrisging suggestions from 
flie Labour benches that her 
firm a tamri would eventually be 
replaced by a “cave-in,** the 
prime minister refused to 
accept that the “hard Ecu" pro- 
posed by Mr Aten Major, the 
C ha nc e llor, as an alte rnativ e to 
Mr Debus’ proposals would 
lead “toaxuranbr to economic 
monetary im>nn. 

She Insisted that the "hard 
Ecu" would not require a Euro- 
pean central bank, and added, 
"in my view it would not 
become widely used through- 
out the EC.” 

The issue at stake was not 
whether the British were good 
Europeans, she said — “we 
are" -but whether there should 
be a democratic Europe of 


nation states freely co-operat- 
ing together. 

Mrs Thatcher stressed teat 
she was opposed to strengthai- 
ing the European rymrmtwrinm 
or transferring new powers to 
tee European Parliament. 

Acknowledging that some 
powers had already been sur- 
rendered by Parliament, she 
declared: Tn my view we have 
surrendered enough." 

She maintained that when 
Brifatn joined tbe EC it had 
been made clear that its 

naHimal Mwitity would hot be 
surrendered and it would be 
contrary to that understanding 
if the Government were to 
agree to a single currency, a 
centra l Iwmlr and tha 

Deters definition of economic 
and monetary union. 


British businesses face a 
10% increase, in local tax 


By JUIaoa timMi 


THE ' government will 
announce today that most 
businesses face an increase in 
their rates —'local- taxes — of 
at least 10 per cent next year. 

Mr- CtanFfflten, the eavf-' 
moment secretary, will also 
tell the House of Commons the 
amount the government will 
give each 
aswefias. 
local council 

Mr Mich; ! Portillo, the local 
gnu nmn»mfcvafai«tpr revealed 
yesterday in -a written state- 
ment teat just over one in 
three businesses win fece an 
inflation-adltisted, . or reel 
terms, increase in tee business 
rate next year. 

He wryhiffitopd that 20 per 
cent oflHulZMSses next year, 
particularly in the north, 
wottidetHl gain from the reval- 



uation and introduction of tee 
uniform business rate (UBR), 
while a further 45 per cent 
would fees no further real 
ferma increases. 

However, he also mada ft 
clear that the business rate 
bills for 35 per esnt of busi- 
nesses would rise by up to 20 
pw cent above tbs rate, of infla- 
tion. 

A further 100,000 or so small 
businesses where the owner 
Eves on the premises win see 
their real terms increase lim- 
ited to Id per cent 

Tbe current UBR level Is S4B 
pence in the pound. Today’s 
announcement by Mr Patten is 
expected to set the rise in the 
UBR close to a maximum of 
10.9 per cent which corre- 
sponds to September's inflation 
figure. 


Treasury 
prepared 
‘to fund’ 
Gulf forces 


By John Mason 
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The language of 
international business 
isn’t 


. tv 


r* 


a 


u 




it’s die language of 
your customer. 
Prepare for 1992 now. 

Communicate in your customer’s 

language and call Berlitz today on^ 

071-5806482 London 

021-6434334 Birmingham 

031-2267198 Edinburgh 

061-2283607 Manchester 

0532-435536 LaedS 


-‘V ^ 


FAST AND EFFECTIVE 

Courses are tailor-made to meet toe particular 

needs and schedules of both you and your company. 


MB TOM King, the defence 
secretary, yesterday gave a 
clear indication teat tee Trea- 
sury la prepared to fund 
Britain's military involvement 
In the Gulf from a budget an 
top of teat fear normal defence 
spending. 

Speaking in the House of 
Commons, he said tee cost of 
maintaining British farces In 
tee Gulf was expected to 
exceed £600m by tee end of 
thin fhumrtal year. 

Mr King avoided going into 
details of the settlement of 
next year’s defence budget 
reached with Treasury minis- 
ters, but said he was grateful 
for the support he had 
received from Mr John Major, 
tbe chancello r of tee exche- 
quer and Mr Norman lamont, 
tee chief secretary. 

Although defence mini stern 
did not know what additional 
costs might be inc ur red, they 
imrf matte ft dear teat e ff orts 
would be made to cover than 
from tee wnn " fl i defence bud- 
get. 

Mr King; however, went on 
to say Treasury ministers had 

given hi™ an assurance of 
" sympath etic consideration” of 
any extra costs incurred. 

Mr King told Mr Alan Rog- 
ers, a Labour defence spokes- 
man, teat he expected to have 
to bring a supplementary bud- 
get to the Commons for 
approval to cover the addi- 
tional costs of the operation. 

Mr King also repeated Ids 
insistence that the threat at 
military action against Iraq 
1 md to be maintained because 
such pressure remained the 
best hope of a peaceful solu- 
tion. 

He stressed that Britain still 
wanted a peaceful end to the 
crisis, but the message had to 
be sent to Saddam Hussein 
that, whatever happened, he 
would lose. 

Mr Tony Benn, a former 
Labour minister, said that if 
Britain and the OS rejected 
growing international 
demands for a peaceful settle- 
wont and launched a preemp- 
tive strike Iraqi forces, 

teen they would be responsi- 
ble for the loss of life that 
would result. 

It was estimated that about 
1004 XK) people would be killed, 
be said. 

• In a se pa r a te sta tement, Mr 
King underlined the govern- 
ment's opposition to develop- 
ing a common European 
defence strategy which might 
undermine th* transatlantic 
character of NATO. 

Mr King said the key ele- 
ments of the NATO alliance 
should remain an Inte grated 
military structure, a mixture 
of conventional and unclear 
forces, the i nclusion of a uni- 
fied Germany and the the 
maintenance of nuclear weap- 
ons in Europe. 

The development of a Euro- 
pean defence strategy is due to 
be discussed at the inter-gov- 
eramental conference to be 
held In December. 
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Foreign language plan threatened by teacher shortage 

By Norma Cohen, Education Correspondent 


PROPOSALS under which 
secondary school pupils would 
study at least one modern for- 
eign language are threatened 
by a severe shortage of teach- 
ers, tbe government’s Working 

Group OH Mod e rn t ^ npr a ppa 

said. 

Tbe proposals, endorsed by 
Mr John MacGregor, education 
secretary, are intended to 
ensure that school leavers 
unable to speak a foreign lan- 
guage “become an 
rare species”. 

About half of all pupils give 


up foreign language study at 
14. 

Schools will be required to 
offer students the chance to 
study at least one European 
lan gua g e with a choice of other 
langu ag es Including Japanese, 
Arabic and Chinese. 

However, the working party 
concl ud ed: “Above all we are 
certain that our proposals wffl 
have a very limited effect 
unless an adequate supply of 
teachers can be recruited and 
retained within the profession, 
and provided with the 


reso u rce s , in the form of bote 

twaehlng mat p r i q lq arid nf thru* , 

to do the job wen.” 

The group estimated that 
simply to put the proposals in 
effect, an additional 1,750 to 
3JXO teachers are needed. The 
proposals are intended to be 
p Hawari in over the next five 
years. 

Teacher training methods 
will also have to be improved, 
tee group ™M- Among other 
things, provision must be made 
for a greater variety of special- 
ists In language tuition, the 


working group 

The proposals set four 
attainment targets for pupils 
studying foreign languages. At 
level one, they will be expected 
to understand wpnirww language 
of various and respond 
appropriately. 

At level two, pupils will be 
required to express themselves 
verbally, while at level three 
they will be expected to be able 
to read, understand 
respond appropriately to writ- 
ten language. At level four, 
achieved at 16 , pupils ahnnld 


be able to formulate, record 
anti convey meaning to written 

language. 

Tbe working group said it 
hart not endorsed fo reign ian- 
goage instruction in pri mar y 
schools, not because c hil dren: 
at this age cannot learn suc- 
cessfully, but because it did 
not believe sufficient teac he rs 
are available to do the job. 

However, it hoped that tbe 
introduction of the national 
curriculum would result in a 
larger pool of qualified lan- 
guage teachers. 


Liverpool determined to clean up its image 

Ian Hamilton Fazey on the public response to an inquiry into alleged city corruption 


L iverpool, the city 
which last week hit the 
headlines aww allega- 
tions of local government cor- 
ruption, Is keen to ejpffT l up its 
image, yywiHng to t hff 
in north west England. 

Officers on Merseyside, who 
arrested 22 people last Friday 
over contracts and land sales 
involving Liverpool City Coun- 
cil, have been surprised by the 
public response to their inves- 
tigation. 

The welcome given to the 
police operation is befng seen 
m many quarters as indicative 
of a general anxiety by many 
people to help dean up Liver- 
pool’s poor image. 

Merseyside Police «aid yes- 
terday, however, that it may be 
"well into next year* before a 
decision can be taken on 
whether or not to charge any 
of those arrested, intending Mr 
Derek Hatton, the council’s for- 
mer deputy leader; Mr Alan 
Worthington, north-west 
regional director of Wfanpey; 
and Mr John CMwian the for- 
mer Bverton and England sqq. 
cer player. 

A number of cu r rent and for- 
mer city councillors ware also 
detained but all have been 


g iw m pnliee hall. 

Police say that the inquiries 
will take months This is not 
only because of the large vol- 
ume of documents, ledgers, 
sets of accounts and computer- 
ised records seized in dawn 

raida nn tinnww and NBCQ I , but 

also because of "hundreds* of 

phnnp wilh from ***** public 

offering infor m atio n. 


The calls have got to be 
sorted and statements taken fay 
the SO fraud squad detectives 
now w orking foil-time on the 
inquiry. 

Business leaders are trying 
to put the best face on things. 
“At last anwmthiwg him hap- 
pened where there was only 
rumour before," Mr Keith Rob- 
inson, director at Merseyside 


industry, said yesterday, 

"It is going to clear the air 
one way or another. I don’t 
think the arrests wffl affect the 
economic health of the city * 

bS added. 

The city’s image will face 
another test today however, 
when thousands . of council 
workers demonstrate at Liver- 


pool Pier Head against the 
prospect of job cuts to balance 
the city’s budget 

Tbe demonstration few been 
timed one hour ahead at a city 
council meeting, but wffl have 
no effect on any outcome 
because the council’s finance 
and strategy committee yester- 
day took delegated powers to 
resolve the budget crisis with- 
out having to report to today's 
council. 

This followed another warn- 
ing from the district auditor, 
the government’s spending 
watchdog, that without urgent 
action to cut spending and 
raise revenues councillors 
Sued surcharges and disquali- 
fication from office. This will 
help reduce a £MMm deficit on 
Liverpool's budget of £S84m- 
About £2tn has already been 
saved by transferring spending 

into 1991-92. 

The budget crisis, which 
recurs every year, is because 
the city Is saddled with inter- 
est payments from 1984-87, 
when left-wing councillors bor- 
rowed from Japanese and 
Swiss banks to bridge deficits 
and fund council house build- 
ing. 



Tm not interested 




At British Midland, we've always 
tried to provide what our customers 
actually need, rather than what we 
think they might like. Our schedules, 
and our in-flight service standards, 
have been developed on this basis. 

(Perhaps that’s why we have won, yet 
again, the Best Domestic Airline award.*) 

-Now, in creating our new Diamond 
Club, we have built in even more of the 
kind of benefits you told us the business 
traveller needs. 

Benefits such as priority check-in 
at Heathrow. Double baggage allowance. 
Free parking at Heathrow when you 
book our car valet service. VIP treatment 
at UK Holiday Inn Hotels. Instant 


upgrades on Avis rental cars. Even a 
gift and flower delivery service. 

All this for just 4 British Midland 
boarding passes. 

More frequent travellers can also 
qualify for Diamond Club lounge mem- 


•bmnhcllnd Awards 1990. 


bership, which brings with it a further 
series of benefits, including complimen- 
tary refreshments, TV and newspapers, 
and easy access to business support 
services such as fax machines, teletext 
and photocopiers. "Ybu'U even be able to 
cash cheques at our ticket sales desks. 

In short. Diamond Club and the 
Club lounges are geared exclusively 
to the requirements of the frequent 
business traveller. 

Which makes them, and British 
Midland, worth thinking about. 
Seriously. 

Uw British Midland 

THE SERIOUS ALTERNATIVE 

FOfll RRTHEn MDMMOl CONTaOr TOUR VMEL MOOT OR MONE B7VSM 9W 
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Government puts £3bn price tag on Social Charter 


John Gapper, Labour Editor 

EMPLOYERS will have to bear 
additional employment costs of about 
£3bn if the first draft directives on 
working conditions produced by the 

Rnmpean (V mwnlBsrinn aw ftnptemmtad 

in full, the British government rlafm^d 
yesterday. 

Mr Michael Howard, employment sec- 
retary, said the draft directives on 
part-tune and temporary work, working 
time, and maternity leave would 
together add Immensely to employment 
costs and lead to a rise in unemploy- 
ment. 

His estimate is the first time the gov- 
ernment has tried to cost the darag w to 
employment prospects which it says the 
EC’s directives under the Social Charter 
initiative would represent. 


The statement marks an escalation in 
British opposition. 

Mr Howard, however, emphasised 
that Britain would accept many of the 
social action pr ogramme directives fol- 
lowing negotiation. 

These directives indnded measures 
an health and safety and equal opportu- 
nities for workers. 

He signalled that the government was 
preparing to challrage in the European 
Court proposals put forward under 
articles of the Treaty of Rome. These 
require only majority voting, and so 
will not need British support. 

“hi its d e ter min ation to push its pro- 
posals through, the Commission has 
abused the Treaty of Rome itself. 

A number of these direc tive s have 


been put forward by the C ommis sion 
under what are clearly ina p propriate 
articles," he mM. 

Mr Howard told a conference on 
social Europe organised by the Confed- 
eration of British Industry, the employ- 
ers’ organisation, that the Department 
of Employment had estimated the cost 
of implementing directives on part-time 
and temporary work at £Hm. 

Among responses from employers, he 
said, a trade association of about 170 
companies employing 200,000 people 
had said the directives would make it 
uneconomic to employ part-time work- 
ers, and lead to 40 per cent drop in the 
number of jobs. 

He said the draft dir ec tive on work- 
ing time which seeks to limit some 


night shifts and iwjntin mlntimnw lev- 
els of paid leave amid mean chang in g 
10 per cent of working patterns in 

Britain. 

Department of Employment econo- 
mists had estimated the extra costs to 
employers at £2bn. 

“The long-term costs to industry of 
losing the flexibility to adapt working 
patterns to chang in g market needs are 
simply incalculable," he said. 

Finally, the department estimated the 
proposed right to paid maternity leave 
of 14 weeks for all women employees 
would cost employers and workers 
more than £400m a year. 

The inevitable result would be a loss 
of jobs. 


EC to lend 
£150m for 
new bridge 

The European Community is 

to lend £1 50m towards 

construction of a second 

hrijj gp Hnlring En glanH 

Wales across the Severn liver. 

The 12-year loan is for 
nmrrm irfimr finning In ImlH 
a six-lane bridge |hw to open 
in 1998, according to a 
stat ement by the European 
Investment Bank, the EC’S 
inve st men t arm 
Severn River Crossing, a 

company jointly owned by the 
ffrwi Joint T-nlny 

and GTM Entrepose of France, 
will be the toll operator for 
the first 30 years. The bridge 
Is expected to carry 83*000 
vehicles a day. 

The Em satt the bridge 
would improve access to the 
regional development area 
of south Wales, Improve 
communications for existing 
and new industries as weD 
as tourism wwa “enhance tht 
European road n etwo r k ". 


Acer in venture 
with US firm 

Anw Ida Ospitnl mid 

Research Corporation, a ITS 

un giiMflriwgwmgiltant , haw 

acquired a 20 per cent stake 
in Acer Group, (me of Britain’s 
biggest firms of consulting 
engineers. 

The two have established 
a joint venture company to 
market their services 
worldwide. 

Tube finance 
director goes 

London Underground and its 
finance director have abruptly 
parted company just two 
weeks after it emerged that 
a £40m budget shortfall had 
jdnnged the Underground 
system into a cash crisis. 


Train driver’s 
sentence reduced 

The train driver who was _ 

convicted of manslaughter 
after last year's rail crash at 
Parley, Surrey, in which five 


sentence reduced from six to 
four months by the Court of . 


decision means Mr 


warning signals, shoukl be 
released from Ford open, prison 
in Sussex am Friday. 


Minister defends 
inner dty policy 


an effort to keep TO the spirit* 
of developers In Britain's 
inner dttosin the face of the 
growing eco nomic do w n turn. 

In a speech that amounted 
to a defence of government 
policy Mr Michael Portfflo, 
the faww dftw minister, 
declared: “The government's 
cosnmttineut to the inner cities 


^mBSkLTT. 


Michael Portillo: remains 
:cammittad to inner citie* 

remains strong.” . 

The government had never 
said inner city development __ 
could “steam ahead at the 
same pace whatever the stats 
of the world or the British 
economy**. A few protects had 
been postponed, a very few :- 

cancelled and easties in the 
air sc a ttered by the eco nomi c 
tana. 


jtaflarian^mS growhy.est]^ ■*.•.. 
Bj. per cent over the period 
1580 -MM. This cctt&m with 
a growth rate of JW per oftatf 

over the previous jive ye^ : 

Household debt 
up in London 

Household debt!* an . T ; . 
incroasinr jwWsmfc*- 

T ffjAiww ■ndMlttMyW- 
remain so despite the recent 
cot tn base rates, accordfair . . 
to tiie Money Advice Support 
unit 

The mtitssUL that engafake 
concerning mortgage arterne- . . 
had more than doubled, wfcti* 
those about rop qstes idm isxose 
by <0 per ceutmthe first rix 
^ffithsofl890agrinria» . 
same period in Ug9u . 

Marchioness 
appeal rejected 

An attempttoconmefl the 
Directar of Public Prosecution* 
to bring •aanslang'f ter charges 
over the Marchioness tragic 
on the Thame* Imt year has 
MM 

The Hl«i Court's Mr Justice 
Nolan rofoeodan apnficatiou 


by a survivor of the cofflatan 
b et w een the pteasure boat and 
th e dred ger BowbaDe, in which 

ajuffld^^daw rftheDPPV^ 
decision not to charge anyone 
with manslaughter. 

Brussels urged 
to set meat rules 

IfrMmCtanur.fla 
agdfldtare minister, has 
su pported s can from Britain'* 
meat m^mss hite wa 
that Brussel* spell out the 
standards it Intends to set 
across Bunge. Mumfectnrea 
also wand; to know when the 
standards wffltelte effect. 

“I am despe rate fin the 
European Coumndiy to get 
donas to hdUngros when and 
where cad what." Mr Gummar 
told the British Meet 
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When You’re travelling Ift reassuring to nowa!t connections, at convenient times. you the warmth and hospitality of the Spanish 

know you c<m rely onapetfec^ Ensuring you can make the most of your day. sun, you should have no doubts as to £gf 

flight schedule Carefully devised to allow tor Only a truly International airline can make which way to fly. MMB mn WAL mr 

time differences at each destination, with this possible And It that airline can also offer mMafMBM fKmJBk St: - 
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;• :..r The new terminal complex at Stans ted will 
;^>en in March of 1991. 10 years and £400,000,000 
iii the making it is just part of BAA’s £ 2 billion 

investment programme. 

When you enter the terminal next year you 
will be struck by the simplicity of the Norman 
Foster design. 

Everything you need is on one level. 

. Departures are on the left, arrivals on the right. 

You will simply move in a straight line from the 
front of the building through check-in, security and 
passport control to the departure lounge at the back. 


Stansted is ideally located just a short drive off 
the Mil and the M25. By train, it will take just 40 
minutes on the direct rail link from Liverpool Street. 

Nothing could be easier: But then making life 
easier for the passenger is what BAA is all about, 
and that takes careful planning. 

BAA’s forecasting team have consistently pre- 
dicted passenger demand with unrivalled accuracy. 

This expertise was behind the opening of the 
North Terminal at Gatwick, the new Terminal 4 at 
Heathrow and the rebuilding of Terminal 3 to give 
far greater comfort than before. 


We are also planning the Heathrow Express rail 
link which will take just 16 minutes from Paddington. 

With this policy of constant development 
and improvement, it’s clear that with Heathrow, 
Gatwick and Stansted, London will not just lead 
Paris, Frankfurt and Amsterdam - our position 
as the number one international airport group in 
the world will be in no doubt. 

b <m ri 

The world’s leading international airport group. 


* Heathrow * Gatwick * Stansted * Glasgow < Edinburgh * Prestwick * Aberdeen * 
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FT LAW REPORTS 


Tax regulations are invalid 

«.„i. >v«m. in wiso have fMelTBd for divi- t 


AEGINA v INLAND REVENUE 
COMMISSIONERS, EX PARTE 
WOOLWICH EQUITABLE 
BUILDING SOCIETY 
House of Lords (Lord Keith of 
Kintal. Lord Brightman, Lord 
Oliver of Aylraerton, Lor d Gof f 
of Chieveley, and Lord Lowry): 
October 25 1990 

THE INLAND Revenue has 
power to mak e retrospective 
regulations to prevent _ build- 
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bijjty to pay sums represent- 
ing investors’ income tax 
during the changeover period 
from when income to be taken 
into account ceased to be that 
shown in a society’s accounts 
for accounting years ending 
during the year of assessment, 
and became that received in 
the year of assessment, 
starting with April 6 1986. But 
the power extends only to the 
imposition of liability for 
sums calculated at rates appli- 
cable to the year of assessment 
co nce rned, and regulat ions a re 
invalid insofar as they provide 
that sums «i«ii be ca l c ul a ted 
at rates applicable to a prevL 
ous year of assessme nt or not 
to a angle year of assessment, 
but to quarterly periods fall- 
ing In different years. 

The House of Lords so held 
when allowing in part an 
appeal by the Woolwich Equi- 
table Building Society from a 
Court of Appeal decision (FT. 
April 21 1989) that Inland Reve- 
nue transitional regulations for 
the payment of sums repre- 
senting investors’ tax were 
valid. It dismissed that part of 
the appeal relating to the 
Court of Appeal’s decision that 
the Revenue had powe r to 
make regulations. Lord Lowry 
dissenting. . , , 

LORD OLIVER said by annum 
voluntary arrangement with 
the Revenue the Woolwich, 
whose accounting year ended 
on September 30, discharged 
liability for payment of sums 
representing investors’ tax by 
reference to dividends and 
interest in its accounts In the 
arwHinring year en d i ng in the 
current year of assessment. 

From 1970 until the end of 
tax years 198566, the arrange- 
ments were regulated by sec- 
tion 343 of the Income and Cor- 
poration Taxes Act 1970. 

Payment under a section 343 
arrangement in any year of 
assessment discharged inves- 
tors’ liability for basic rate tax 
on Income received in “the 
year of assessment”, though 
the “amount representing 
income tax" was calculated, 
not on Income received in that 


year, but on sums shown in 
the accounts for the account- 
ing period ending in that year. 

So long as successive 
arrangements were made on 
the same bads, interest paid 
between the end of the 
accounting year and the begin- 
ning of the next year of assess- 
ment would be brought into 
account for co m p u tation of lia- 
bility in that year of assess- 
ment If the arrangement was 
discontinued, there would be a 
“gap period” which would 
never be brought into account 

Section 40 of the Finance Act 

1985 ended the system of 
annual voluntary arrange- 
ments and added a new subsec- 
tion (1A) to 343, providing that 
the Revenue might make Regu- 
lations for 1986-87 and any sub- 
sequent year of assessment, 
requiring societies to pay the 
amount representing tax calcu- 
lated at rates determined “for 
the year of assessment”. 

By the Income Tax (Bunding 
Societies) Regulations 1986, the 
Revenue imposed^ a compul- 
sory system from April o isbb, 
of q uarterly collection of tax 
on sums actually paid in the 
quarter concerned. 

In the absence of further pro- 
vision the effect of the chan- 
geover was that payments 
piaffe between the end of the 
accounting year and April s 

1986 would never be brought 
into account, for they related 
to 1985-86 liability which had 
already been discharged. 

The Revenue introduced 
transitional provisions into the 
Regulations, to bring those 
sums into account 

Regulation 2 defined “pay- 
ment quarter" as three months 
ending the last day of Febru- 
ary, May, August or November. 

Regulation 3 provided that 
societies should pay for each 
payment quarter, at rates “for 
that payment quarter" . Thus, 
Regulation 3 charged to tax In 
1986-87 Income paid between 
February 28 1986 and April 6 
1986 - ie during year of assess- 
ment 1985-86. 

Regulation U charged to tax 
dividends and interest paid 
dining 198566 between the end 
of the accounting year and 
February 28 1986. Regulation 
11(4) charged tax at the 
reduced and basic rate for 
1985-€8. 

So far as Woolwich was con- 
cerned, the effect of the Regu- 
lations was to subject it over 24 
months to tax on 29 months 
Income, with the result that 
the Revenue received for fiscal 
years 198567 and 1387-88 some 
£76m more than it would other- 


wise have received for divi- 
dends and interest paid in 
those years. 

Woolwich applied to judicial 
review seeking a declar ation 
that the 1986 Regulations were 
unla wful. As the legislation 
stood when the Regulations 
were pwite, it would have suc- 
ceeded. Income tax was a n 
annual tax assessed in respect 
of a particular year of assess- 
ment. No precedent existed for 
charging tax for a particular 
year on the income of a period 
of more than a year. 

Section 343(1A) enabled the 
Revenue only to make provi- 
sion “with respect to the year 
1986-67 and any subsequent 
year of assessment". 

However, section 47(1) of the 
Finance Act 1986 introduced a 
deliberately retrospective 
amendment It provided that m 
section 343, subsection (1A) 
“shall have effect and be 
ifeAwiprt always to have effect 
to the Revenue to make 
regulations requiring societies 
to account for sums “tod uafog 
sums paid or credited before 
the of the year but 

not previously brought Into 
account”. 

On the application for judi- 
cial review Mr Justice Nolan 
mart* the declaration sought 
by Woolwich. The Court of 
Appeal reversed his decision 
on the ground that the words 
introduced by section 47 cov- 
ered interest paid between Sep- 
tember 30 1985 and April 5 
1986 

That conclusion was right. 
Bead in its ordinary natural 
iw waning section 343(1A) as 
«m»wnrt«l authorised the Reve- 
nue to make Regulations 
requiring payment of an 
amount representing tax on 
sums paid before an identified 
year of assessment, not prevv 
oualy brought into account. 

However, the Revenue 
rightly conceded that regula- 
tion 11(4) was ultra tares. The 
Woolwich argued it had the 
effect of invalidating regula- 
tion 11 In toto. The Court of 
Appeal regulation 11 to be 
valid save to the extent that 
paragraph (4) purported to fix 
a rate * 

H, on a fair reading shorn of 
the offensive part, the provL 
sion was in substance and 
effect different from that which 
the legislator intended, then 
none of it could stand. 

It was apparent from the 
introduction of paragraph (4) 
that the one thing the drafts- 
man did not intend was that 
sums artificially deemed to be 
paid in specified payment quar- 
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Sd the basic rate amount for 
that payment quarter • . 

The regulation applied 
to payments made 
3£r February 1936 and t^ere- 

(falling to jraraf 

year of assessment LS»587>. 

Those payments therefore 
fell between two rjjj* 

was no single “educed ra e 
amount", or rate 

amount" for that quarter. 

The regulation was siw 
vires to that extent because the 
Srtion under which «t was 
made did not authorise the 
application of any rate other 
than that “for the year of 
assessment concerned, and 

that had to be either 198667, or 
some subsequent year. ... 

That was not a defect which 
could be cured by deletion The 
whole regulation would bare 
to be rewritten. . , 

The appeal was dismissed 
with regard to the power » 
make regulations unpos^jj t-x 
on sums paid during the gap 
period. The appeal was avowed 
with regard to the torehditytrf 
regulation 11. end ^ regulation 
3 so far as it related to the 
period after February and 
before April 6 1986. . 

Lord Keith and Lord Bright- 
ipan agreed. Lord Goff gave a 
concurring judgment. Lord 
Lowry allowed the appeal on 
the ground that section 
343(1 A), originally or as 
amended, did not authorise the 
collection of additional tax 
referable to the period from 
October 1 1985 to April 5 ISM. 
For the Woolwich : John Gardi- 
ner QC. Nicholas Under h-U and 
Jonathan Peacock (Clifford 
Giance). 

For the Revenue: Samuel Stab- 
ler QC and Alan Moses QC 
(Inland Revenue Solialar). 

Rachel Davies 

Barrister 
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Jhr gjpp With orders falling 
■Cjtiy. and staff being laid 
. \1/ off, things look bleak 

■ ww E for the profession. 

™1 1 However, as Colin 
Amery finds, the competitive 
climate emerging from the rece nt 
surge in building and new markets 
in the Pacific Basin and eastern 
Europe are giving cause for hope 

Figures point 
to grim future 


THE architectural 

profession is having a tough 
tme. A -recent telephone sur- 
vey canned flint by Architects' 
journal discovered that some 
78 practices expected to have 
laid off ilmost two hundred 
staff before the end ofthe year. 
. If these numbers are proj- 
ected to cover aU practices the 
worst scenario suggests redun- 
dancy fig-anarty 10,000 archi- 
tects. This is" almost half the 
profession. Recently the chair- 
man at the Association of Cnn- 

sult&nt Architects, Mr Ray 
IftKkgr s*id that the coming 
year oou&ilxrfbe worst for the 
profession .since the Second 
WoddWs*: . 

'• Workload figures recently 
issued W tbejfcoyal Institute of 
British Architects show a 
sharp foil and Department of 
the Environment figures 
showed, an IS par beat fell In 
total constractfon ordefa in the 
second quarter of tire year, 
which was described as the 
moot serious decline for a quar- 
ter of a centtuy. 

There has Seen a fell Of aome 
25pe- centih inquiries to file 
BIBA’s efientsadvitory service 
and whan it comes to small 
wosks, wMCftart the serious 
bread and. bufiec far modi of 
the itrafeadoAi the AweMna 1 mm 
been as tnttdi aB 85 ptar cent 
during the Hift she tnoBtia of 
199DL 

Thera fe also the added ffiffi- 
cutty for ar c M B ct s caused fay 
theretottoelyreceut intxodno- 

ltive maiiet^When miuSet 
forces really bite there Is the 
danger of architect eating 
architect as rivals allow bUs 
on Jobs to fell below RIBA rec- 
ommended tenlis hi rite anxi- 
ety to secure Week. 

The RIBA and Carmarguo 
O ont wiw di ^liiuii now publish 
quarterly figures called "RIBA 
Leads’* which Show that pri- 


vate sector non-housing com- 
missions fell by 23 per cent 
during the second quarter of 
1990 and housing mmmiaiiniHt 
fell by the same amount. 

Forecasts show that the 
office market is likely to foil an 
additional 20 pa cent in the 
next twelve months and a 15 
per coot drop is anticipated in 
the r etail market and a 10 per 
cent drop in the industrial sec- 
tor. Demand fin- new houses is 
expected to drop by same 25 
per cent in the same period. 

Geographically the recession 
appears to be spreading from 
the South East to the Midlands 
and the North alfhnwfl h Scot- 
land continues to be healthy 
with an increase in workloads 
of 22 par cent in the mmhiI 
quarter. 

This is probably due to a 
more mixed approach to busi- 
ness in Scotland where part- 
nerships between the public 
and private sector seem to be 
more aimmcn and successful 
than in other regions. 

The architectural profession 
is always the first to suffer 
when recession m*s the prop- 
erty and construction industry 
and current fears about the 
More seam Justified. Barclays 
Bank forecast In September 
that by the end of the year 
sono 8to000 building firms will 
flh fin* b a nkr u ptcy. 

The decline in speculative 
property development is 
dearly serious. The inability of 
County Hall Development 
Ckoup to raise the finance for 
the redevelopment of Loudon’s 
County Hall on a prominent 
Thames-side site is only one 
highly visible sign of the loss 
of confidence in the oveavsup- 
phed London office market. 

The high cost of building 
labour costs (annual growth 
some 9.5 per cent according to 
Barclays) and increasing costs 
of overheads affects architects 


as weH as the developers. The 
recent lowering of interest 
rates is expected to be of mod- 
est help to developers but is 
imirkgiy to lift tiw clouds of 
gloom descending over archi- 
tects' offices. 

Although times are changing 
rapidly for the worse, the com- 
bination of a competitive cli- 
mate and a rapidly growing 
workload which emerged dur- 
ing the recent p ro p er ty explo- 
sion made architects more 
aware of the need to absorb up 
to dste business ^ mauage- 
went techniques . 

New markets for skilled 
architects are opening up. The 
architectural market has 
become global and the poten- 
tial for designers in the recov- 
ery and redevelopment of east- 
ern E uro pe is wnrarni x i y . 

The best British arcbftectnal 
firms have a good competitive 
edge in Europe. Design Skills 
and originality have exported 
weH to Europe and Japan. Sir 
Norman Foster, famous for Ms 
Hongkong & Sfamgha* Bank-, 
ing Corporation Headquarters 
in Hong Kong and soon to he 
more famous m the UK tor Ms 
splendid new Stansted Airport, 
is busy in Japan and Emupe. 

As his "Meaiathfeque" - new 
kind of nwdia ranlro — naan 

completion in Nftnes he has 
been invited to make a new 
master plan for file whole city. 

In WlHan Tie baa designed tna 

new underground railway sys- 
tem and in Bordeaux he is 
planning a Business Centre. 

Mr . Tames SHrWng haw plenty nf 

work in Germany and is 

extending the Brana art gallery 
in Mian Tn Lynnn ther e are 

plans drawn up by Fairhurst of 
London and Manchester for a 
£80m business pork, In collabo- 
ration with French architects 
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Canary Wharf In Bw tola of Dogs a alow down In davetopmsht may produce batter quality results In the future 


dfrwOMto 


One of Britain’s best 
younger architects. Mr fen Rtt- 
chie, has just completed a 
beautiful man pharmac y near 
Amiens. Even the French gov- 
ernment approves of British 
architects. Mr Bock Townsend 
and Mr Robert Macdonald were 
singled out in a recent French 
hnnaing ministry competition 
to design an area of Paris pub- 
lic bousing. 

In Frankfort British devetop- 
ersMEFC are planning a major 
office development wring Brit- 
ish architects Sided! Gibson. 
Spain offers enormous opportu- 
nities — 80 large retail 
schemes are In the ptpoHna. At 
Seville’s Expo *92 the British 
pavilion by Mr Nicholas Grim- 
shaw looks as though it will be 
fiie most exciting on the site. 

Biwtprn Europe has Its prob- 
lems for British firms — lan- 
guage, bureaucracy and fund- 
ing to name but three — but 
many architectural practices 
are approaching the challenge 
In highly ent er p rising ways, 
realising t he lon g term poten- 
tial of the large market. 

In the eastern sector of Ber- 
lin a prominent British firm, 
Thorpe Trent is working on a 
800,000 sqm business park. 


Teams nf rarMah a rthttecis are 
now visiting Prague helped by 
the Czech architect Mr Jan 
Kaplicky of Future Systems 
who has long been exfled in 
the UK. In the next few months 
Mr Richard Rogers, Mr Tory 
Farrell, Mr Nicholas Grimshaw 
and Mr James Stirling will 
have the gfanm to see ore of 
Europe's finest surviving 
Baroque difen. 

The Seifert Group is working 
on two hotels. The En gliah 
Court and the Rosslya in 
Moscow and on two large com- 
mercial developments in Buda- 
pest and the eastern sector df 
unified Berlin. The hotel proj- 
ect in Moscow is in an htatnrfo 
building overlooking Red 
Square mid win provide visit- 
ing hiMrinawnngn with 9 dub- 
like atmosphere and residen- 
tial accommodation. 

It is in the area of the rescue 
and repair of historic buildings 
in eastern Europe that the 
British can offer a real lead. 
Recently, an official British 
delegation led by Mr John Hai> 
ris visited Czechoslovakia to 
advise on the future of the 
neat heritage of country 
houses and castles in that 
country. There is scope tor con- 
siderable business applying 
some of the lessons that have 
been learned in the struggle to 


Competitors in eastern Europe must make long-term plans 

Cash shortage limits potential 


AS POLITICAL change has 
unlocted jhe repreased ec o n o- 
udea of fee former c ommunis t 
regimes In ea st ern Europe, so 
British architects and develop- 
ers hare stepped forward as 
cautehdera to play a central 
role In T wym «h iy*lrai. 

But even the most optimistic 
participants concede that 
bunding tot eastern Europe is 
goi ng to be a h ugten n game. 
*TWs Is not a. situation Has the 
Gulf states in the 2970 b when 
architect* rUahed to meet the 
needs of cash-rich Arabs,” says 
Mr Gary Brighton, chief exec- 
utive of UK arc hi tectural prac- 
tice Aukett, which is working 
in Hungary. "The «ftrmSnn Is 
Almost tin reverse. Eastern 
Europe has enormous needs 
but is H tr m u ffd fo r cash." 

The lade of bard currency is 
the largest stogie obstacle to 
western arc hi tects gaining a 
foothold behind what was once 
the loan Curtain. According to 
Bulgarian architect Mr 
Georg! StoUov, who is presi- 
dent of tfw international Acad- 
emy of Architecture, “our 
econo my is in a bad state 
because the old mechanisms 
have gone and the new anas 
aren't yet in place. I recom- 
mended as Austrian colleague 

for a project in the USSR but ft 

didn't go ahead because they 
weren't able to pay in dollars. 

British architects axe not 
unaware of the problem. Many 
are developing ingenious ways 
around ft. One route has beat 
to open up the new market* in 
alliance with we stern develop- 
ers who are able to pay archi- 
tectural fees in hard currency. 
That fe fenr Anlre** Is proceed- 
ing in Hungary, where ft has 
been active since m a king a 
first trip in Axon 

last year.; 

Mr Deighton of Aukett 
that a series of foct- 
fiwdfag mfadnwi to meet Hun- 
garian officials has now paid 
off in the of three pro- 

jects. One to a scheme fora 
large shopplag centre in Bud*- 
pest, wMch Mcludcg a nhter 
screen faiwww, ice ririfc* hotel 





Budapest British arc h i te cts 
are active In Hungary 

and drive-in McDonalds. 
Aukett has lined up a French 
developer to build it 

“This developer has worked 
in Germany,” explains Mr 
Tvdgh+mi, “and regard s bn fld- 
ing in Hungary as just going a 
few more miles down the road. 
Psychologically, it’s not toe 
problem it be tor a Brit- 

ish developer." Anketfis second 
Hungarian scheme is a boteL 
leisure centre on a 400-acre site 
at Lake Balaton, a former 
exclusive retreat tor favoured 
Communist Party members 
Ifl Qfcm south-west of Budapest. 
Again, the hotelier involved in 
the development is French. 

The third schane is in many 
ways the most intriguing; a 
masterplan tor a UK Centre tor 
Management Excellence, to be 
sited in Obuda. an area rich in 
old Hungarian architecture 
which is six times the size of 
Covent Garden. 

A trust Is establishing the 
centre, which will enable Brit- 
tch businessmen to explore the 
potential of eastern Europe. 
Accountants Price Waterhouse 
awl law firm McKennas are 
working alongside Aukett to 
attract finance for the scheme- 
Deoghton’s message is dean 

“We’re not relying on the Hun- 


garian economy to support our 
work. We’re relying on our 
own ability to put people and 
organisations together, to find 
the European devriopsns inter- 
ested in investing. " 

Aware of French and Ger- 
man investment, UK develop- 
ers are upping the pace. Trust-, 
bouse Fbrte, fear instance, has 
formed a joint venture in a 
Warsaw hotel with Poland’s 
state-owned tourist organisa- 
tion Orbis, and has set its 
eigh ts on opening a Moscow 
hotel an a prime island rite 
close to the Kremlin. Mean- 
while some British arc hitects 
are putting a workable infra- 
structure in place by another 
route — by forming alliances 
of thrir own with eastern Euro- 
pean architectural practices. , 
DT Davies, which signed a 
cooperation agreement in July 
with the state-owned Prague 
Project Institute (Prasky Pro- 
jectovy Ustav) of Czechoslo- 
vakia, demonstrates this think- 
ing. PPU has 800 staff; 
specialises in urban de sign, 
bringing , industrial and leisure 
schemes, and is able to provide 
a resource at local leveL 
DT Davies dire c to r Mr Tim 
Forsyth «*pi«mg how Ms firm 
will train Prague architects in 
western design and manage- 
ment techniques. "They’re 
technically not too bad but 
they’ve never bad the opportu- 
nity or experience of designing 
projects to make a profit,” says 
Mr Forsyth, who regards the 
Czech tie-up as springboard for 
DT Davies to win work 
throughout eastern Europe. 

A co-operation agreement 
between London-based archi- 
tects Jestico & Whiles and 
Hungary's largest architectural 
practice Koztl is based an a 
similar philosophy. Compari- 
son be t ween the two firms is 
revealing. Jestico & Whiles has 
50 staff, Kozti has 500. Yet each 
has the turnover - £2m. 

- Mr Tam Jestico reports that 
monthly wages for Kozti archt 
tects are £150 to £180. In bis 
own practice they are 10 times 
higher. The mismatch is not 


just in salaries. "Kozti is 
chronically under-capitalised 
and inefficient,” says Mr Jes- 
tico. 

This particular Anglo-Hun- 
garian alliance has no work 
yet but is already talking to a 
Swiss hotel chain about sites 
in Budapest "You can’t expect 
miracles overnight,” says Mr 
Jestico, "but if the 1995 Worid 
Expo scheduled for Budapest 
goes ahead, it could be a 
spring b oard.” 

ft is no surprise that most 
activity by UK architects is 
centred on either Czechoslo- 
vakia or Hungary. According 
to Mr Aih-iaw Tpamgn [ manag- 
ing director of consulting 
gro up Building Use Studies, 
thaw countries emir alongside 
Yugoslavia as the eastern 
Europe states with the most 
potential tor UK architects. At 
the other end of the spectrum 
are Bulgaria, Poland and 
Albania. 

Mr Lea man has been con- 
ducting a United Nations proj- 
ect on enaryv-efficient build- 
ing. Several eastern European 
M M iri t r i ea are i n volved in the 
study, which seeks to integrate 
FtatKdx and British expertise in 
energ y effi ciency into local 
ill pcscticB* 

Mr hge found east- 

era Europe to be foil of archi- 
tectural theoreticians who are 
are hampered and discouraged 
by im p overished budgets, tow 
technology, and poor building 
and maintenance techniques. 
Such is the scale of the social, 
economic and political prob- 
lems that there is not nmrih 
roam for design. 

While western architects and 
developers eagerly eye up hotel 
and leisure opportunities, Mr 
T Taiwan riaima that most 
locals are more concerned with 
chrap, basic schemes such as 
re-insulating inadequate 1950s 
panel-cladding apartment 
blocks. He says: “If British 
architects regard eastern 
Europe as a new Nirvana, then 
they are hopelessly naive.” 

Jeremy Myur&on 


keep and repair historic build- 
ings in BriMn 

TTntaTa and 1« a i t4am wfTI n f fay 

enormous op portunities. An 
im portant RriHah architectural 
practice, RMJM, is demonstrat- 
ing the end of the cold war by 
designing a large golf and 
country dub on the river in 
Moscow. 

Another BrWnh firm Jestico 
Architects has taken the imagi- 
native step of exchanging staff 
with a Hungarian practice to 
learn the ropes in their respec- 
tive countries. 

But it is not just Ihe prospect 
of eastern Europe that should 
gladden the hearts of work- 
starved architects in the UK. 
There is enormous interest and 


enthusiasm for younger British 
darim talmts in iw pm One 
architect, Mr David Chipper- 
■ftaid has Just completed three 
important projects in Japan: 
the Gotoh Museum In the 
Chiba Prefecture of Tokyo, the 
headquarters in Okayama of 
the Mafsumoto Group, m«i a 
design store In Tokyo. Mr 
Nigel Coates, an amusing and 
racfical designer, has found an 
outlet for his dwrig n ftmladiw 
in night clubs ««i res taura nts 
in Tokyo. The high regard 
which British architects and 
designers receive abroad 
tihImb architecture and <farfg n 
a potentia l export leader. 

Thera is another area where 
architects have a great deal to 


offer: some members of the 
profession have been in the 
vanguard when it comes to 
green issues and desig n of 
"sustainable” environments. 
Research and development of 
architectural ideas concerned 
with energy saving and pro- 
duction are well advanced. The 
work of a body Buch as the 
National Energy Foundation or 
the Milton Keynes Develop- 
ment Corporation deserves to 
he broadcast more widely. 

For the time being it looks as 
though the best of British 
architectural thinking is for 
export; but it is to be hoped 
that recent imp ortant deetskms 
about infrastructure in L ondon 
will involve the design profes- 
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■ New practices: one of 
the ways of becomtofl weU 
known Is to eater compo® - 
tkms 

■ Design fluid* lines: are 
the attitudes of planning 
officers and the depart- 
ment of Rw environment 
turning against Innovative 
architects? 

■ Leisure: the sector Is 

currently receiving mas- 
sive Investment but will 
this be accompanied by 
any serious Input tn terms 
of design? Page 2 

■ Going public: Flotation 
on the stock market has 

been e traumatic experi- 
ence for many firms 

■ New villages: despite 
the official b tews Ing that 
has been given to this 
eras ol development, pfen- 
ning hurdles have pre- 
vented many projects from 
getting off the ground 

■ The PadUc Basin: Tbs 

wealth generated In this 
part of the world has pro- 
vided a rich ground for 
architects In search of 
comm iss ions, but pickings 
are not easy those without 
an Internationally known 
name .... Pago 3 


■ Related surveys: Page 3 


sions at an early stage. 

In view of the the growth the 
London Docklands Enterprise 
Zone and the architectural 
quality of the unplanned devel- 
opment there as an example at 
the recent explosion in prop- 
erty development, the slow- 
down could be seen as not 
entirely a bad thing . The Dock- 
lands grew rapidly in a plan- 
ning vacuum and we have 
been left with a grim muddle 
dominated by the vast and 
over-ambitions Canary Wharf. 

The building surge in Britain 
led to an unnaturally high 
level of development - a stow 
down may wau produce better 
quality environmental results 
in the long term. 


GMW 


continuing to provide solutions for the future 





54 Lombard Street, one of GMW’s distinctioe City of London designs, due for completion in early 1993. 
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Young 
talent is 


going it 
alone 


FOR CENTURIES architectural 
competitions have been the 
life-blood of any young archi- 
tect desperate to carve name, 
fame and fortune in brick, mar- 
ble and mortar. 

From, the ttme when Brunel- 
leschi was appointed in Flor- 
ence to design the dome of 
Santa Maria del Fiore to Gil- 
bert Scott’s winning ttewig n for 


the Anglican Cathedral In 
Liverpool at the tarn of this 


Liverpool at the tarn of this 
century, competitions have 
provided a mechanism for new 
talent to make its presence felt. 

Many young architects 
would agree that both the 
number of competitions and 
volume of entries they attract 
have increased in recent years. 
This year's Dulwich Picture 
Gallery competition to design a 
new pavilion alongside Sir 
John Soane's masterpiece 
attracted a record number of 
377 entries. 

But it is not Just the amount 
of competitions and entrants 
that are increasing. According 
to the Royal Institute of British 
Architects (RIBA), so too is the 
number of young architectural 
practices coming on to its 
boobs. 

This is because of, rather 
than in suite of. the recession 
in the construction industry. 
The trend is for the larger 
architectural practices to trim 
running costs by laying off 
architects, who set up an 
their own. The RIBA reckons 
that over the past three or four 
years around 500 new practices 
have Joined the Institute. 

“We have a large number of 
young practices as members," 
expiates RIBA spokesman Mr 
Alan Mantle. “Even before the 
dow n t ur n, many of these set 
up when the property boom 
was at its height They may 
well have been working for top 
name architects and once they 
had the experience, saw the 
o pportun ity to fly off." 

The RIBA regards young as 
under 40, so London-based 
architects Mr tBc Sampson and 
Mr Stephen Archer, who ware 
both 29 when they set up their 
practice Archer Sampson in 
January this year, must regis- 
ter as pos i ti v e babes. 

As Mr Melfcte suggests, both 
followed the format of working 



Stuttgart West, a competition entry by Harper Mackay: “We see it as a morale booster" 


with named architects and 
designers before going it alone: 
Mr Sampson with Derek 
Walker Associates and Fitch' 
RS, Mr Archer with Mr Rich: 

Mather. 

They recognise the fact that 
work in the c ur re nt economic 
climate is difficult to secure 
and regard entering competi- 
tions as one of the ways to 
solve this problem and raise 
their profile. This they have 
done with limited results. “We 


Competitions can 
be one way for a 
small practice to 
develop 


enter competitions because 
whether we win or not they do 
attract publicity,” says Mr 
Sampson. 

However Mr Sampson sug- 
gests that the major reason 
why they were one of the 377 
entries for the Dulwich Picture 
Gallery competition was 
because it was “a good oppor- 
tunity” to use their new Apple 
Macintosh comp u ter and alter 
into an architectural debate. 
The cost in materials to the 
young architects was £300. 
Time spent on the entry 
amounted to another £1,000- 
£1,500. 

Because of the costs and 
time involved, they are limit- 
ing their competition involve- 
ment to one at a time. “Gener- 
ally I am in favour of 
competitions but they are not 
the only way a practice can 


develop," says Mr Sampson. 

Although Mr Ken Marfray of 
architectural practice Harper 
Mackay. which was witaWinhwi 
over three years ago, was 
weaned on competitions in bis 
early working Hfe, he waited 
until his own practice was 
established before going down 
that route himadf. 

But a recent move by Harper 
Mackay into competitions has 
not been for the potential 
glory, maintains Mr Mackay. 
“We see it as a morale booster 
and a cohesive point for the 
team. Also it's a chance to 
state vour conmanv’s architec- 
tural philosophy and add a 
touch of escapism to everyday 
walking life.” 

The practice entered an 
invited competition for Ton- 
bridge School's new theatre, 
for which they were paid 
£2,000. The project did not 
result in a building commis- 
sion and the cost to the young 
team was five times more than 
the fee, but Mr Mackay frit it 
was a worthwhile experience. 
“It gave ns a useful introduc- 
tion to the City Guilds which 
we wouldn't get under normal 
circumstances," he says. 

There are also benefits for 
the practice portfolio. Harper 
Mackay recently competed 
alongside architect Doug Clel- 
land against three focal Ger- 
man architects for a develop- 
ment in Stuttgart described by 
Mr Mackay as about half the 
size of Broadgate. “We didn’t 
expect to win but at least the 
scheme gave us the golden 
opportunity to work an a city 
stale.” 


CALL 


FOR 


ENTRIES 




A pplications are now invited for the 1991 Financial Times award for an outstanding work of industrial or 
k commercial architecture. The award which seeks to encourage the improvement of industrial architecture 


commercial architecture. The award which seeks to encourage the improvement of industrial architecture 
includes a wide range of places where people work. Entries are not restricted to architects but are open to 
all professional categories within the buildirg 'mdistry. Owners and contractors are also invited to nominate such 
designs for consideration. Conditions: Nominated buildings must have been erected in the UK and completed 
within the two years ending August 31, 1990. Nomination Forms together with Conditions of Entry can be 
obtained directly from: Architecture at Work Award, Financial Times, Number One Southwark Bridge, London 
SEI 9HL. Closing Date for Entries: 16th November 1990. 


FINANCIAL TIMES 

EUROPE'S BUSINESS NEWSPAPER 


NUMBER ONE SOUTHWARK BRIDGE LONDON Sgl 9HL 


Planning limits are again being debated, writes Brian Hanson 


Improved guidance 


But despite highlighting the 
advantages of certain competi- 
tions on a limited level to his 
own practice, Mr Mackay has 
misgivings about the concept 
of competitions generally. 
“Winning a competition 
doesn't automatically spring 
you to the top of the pile," he 
says. “What does is consis- 
tency - you need to be out 
there doing work and building 
up your experience.” 

Architect Mr Tam Pike has 
run his own practice for three 
years since leaving the design 
consultancy Tffney Pike Shane. 
He maintains a strict no-com- 
petition policy, declaring, 
“They are a complete lottery. 
Mostly you have no chance of 
winning and yon don't get any 
money for entering.” 

Mr Pike says that he has 
seen colleagues enter competi- 
tions with great enthusiasm 
and present new and exciting 
architectural solutions - only 
to witness the winning 
chosen as a replica of the exist- 
ing building. “If a brilliant 
scheme results from the com- 
petition then the entrants can 
at least fed stretched, but oth- 
erwise they feel cheated - and 
exhausted,” says Mr Pike. 

According to the RIBA’s Mr 
Allan Meikle, competitions are 
fine if the young architect 
keeps a sense of proportion 
about than. “They are a bit 
like winning the pools. Hard- 
ened architects will tell you 
that it is silly attitude to think 
you are going to win, but it is a 
way of keeping your cre ative 
hand in and practising your 
skills." 


DESIGN GUIDANCE - limits 
set by planners on such mat- 
ters as the height, bulk and 
materials of building - is once 
again a subject of energetic 
debate. There is dearly no lack 
of public support for such guid- 
ance, and there are encourag- 
ing noises on the subject com- 
ing from professional bodies. 

It is now firmly on the 
agenda of the Royal Town 
Planning Institute (HTFD. The 
Royal Fine Arts Commission 
(RFAC), which includes a num- 
ber of leading architects, 
recently dealt with it in a 
report 

The need for improved guid- 
ance Is central to the wide- 
spread debate about the buffet- 
ing of new villages. And the 
Department of the Environ- 
ment under the present secre- 
tary of state has been keeping 
more of an open mind on the 
matter than in the past 

On the whole it seems a pro- 
pitious ttme to ask what we 
hope to achieve with improved 
guidelines, and bow we might 
obtain tiwrn 

The history of town planning 
In this country has been punc- 
tuated by arguments about 
controls, arguments which on 
the whole professional archi- 
tects have tended to win. 

Their view is that architects, 
being “visually educated”, 
should not be told what to do 
by other professionals who are 
not, and that design controls 

pr p-g p nF- tVw»m from making an 

appropriate response to the 
demands of the age. reducing 
them to the level of “window 
dressers”. The tighter the con- 
trols, the assumption goes, the 
blander the architecture. 

Much ingenuity has been 
expended by architects over 
the years in uniting their cause 
with prevailing political atti- 
tudes. Following the First 
World War there were those 
who interpreted efforts to stem 
the “Octopus" erf ribbon devel- 
opment as a nostagic longing 


for a lost England of great 

^states. 

Just after the Second World 
War architect Lionel Brett 
(later Lord Esher) dismissed 
attempts to censor buildings as 
a relic of “the golden age of 
private enterprise”, having 
nn»Mng to do with socialism. 

Architects are now more 
likely to argue that private 
enterprise demands as little 
control as possible, despite that 
fact that Urban Development 
Corporations now seem to 
favour them. Few would deny 
that there Is a great deal to be 
gained by both private enter- 


The control off 
aesthetics remains 
the great 
unmentionable 


prise and public bodies from a 
more extensive and clearer sys- 
tem of dwdg n guidance. 

The chief reward, would be a 
reduction of the uncertainty 
which attends development at 
present, and which leads to 
considerable resources being 
spent by developers in divining 
the wishes of planning authori- 
ties. In addition the public 
would feel that it was at last 
participating in setting positive 
goals for development, and not 
merely grumbling about the 
horrors that slip through the 
net 

Planners at local level could 
enjoy a wider public mandate 
for their detailed decisions. 
Officials in the DoE could con- 
sequently rest easier in the 
knowledge that clear decisions 
were being made at local level, 
easing the flood of appeals. 
And it would therefore assist 
in obtaining the “fester deci- 
sions” called for in the recent 
Environment White Paper. 

The local planning 

machinery is capable of being 
tuned to a higher degree of 


sensitivity - as Mr Tony HaH 
argues in the current issue of 
the. MTTB journal \r_ and .all . 
that would be needed from cen- 
tral gove rnmen t tO sanction 

this would be a sBgrt redraft- 
ing of its Planning Guidance, 
to emphasise that good design 
is an interest 6f acknowledged 
impnrteftrp . ^pethfrig atmtlflr 

was one of the six recommen- 
dations of the RFAC’a recent 
report. 

So it seems at least that 
design guidance can now he 
discussed freely. There will, 
however, always be taboos, 
and the control of aethetics 
remains the great unmention- 
able. 

The RFACs report with its 
rather alluring titia — “Plan- 
ning for Beauty”, — contains a 
brave assault on the old chest- 
nut th a t aesthetics Is too "sub- 
jective” to be dealt with 
through guidance. 

Ho we v e r , by the end afihe 
report we discover that 
“Beauty” has been suppl anted 
by the hardly more objective 
“good design”, the notion 
of pattern books has been 
roundly d ismiss ed. 

How then do we plan "for 
Beauty” according to the 
report? Ah yes, of course, we 
set up local panels of profes- 
sional architects to advise the - 
planners. 

There are useful measures to 

be taken which are not at all 
dependent upon the acceptance 
of aesthetic control. But it 
would be a mistake entirely to 
remove discussion of aesthetic 
issues from the public arena, : 
and thereby continue toperpet- 
uate the myth that only prates- 
wirawln wm hum anything use- 
ful to say about them. 

A pattern-hook is a prescrip- 
tive document, taking its 
authority from the pattern of 
building which predominates - 
in a particular area. Histori- 
cally, the best of them have 
also been a reflection of wider 
patterns within the building 


industry itself. 


' The' Countryside 1 Commis- 
sion for Scotland baa. hero : 
Involved over mSny years "M 
exemplary study of the verpap- - 
ul ac bufldings of Scotland, and 
this is how being- translated ', 
into design guidance^ •;> . 

In London's Sp italfiel ris. a ■ 

tory of eadi property /In tbs 
area, so as to offer objective., 
facts about the placebo; steh-. 
nos «wd developers. The abO-- 
ityof the Ju ggern aut of devel- 
opment to respond to' context, , 
however, has not; yet shown 

compa -ibla advances. • - v. 

XT we once again become t^t- ' 
ousiy concerned to produce 
buildings which authentically 
respect the patterns ot. our 
urban and rural areas>. and • 
which give satisfaction' to ' 
those who look at them, and 
use H iw n, the logical ctm c l u - . 
slon would be that a great deal 
erf our present approach to land 
assembly, finance, and the allo- 
cation of resource In buil din g 
would have to change. ; 

Rather than providing us 
with Hiamd coverings for build- 
ings which are quite different ; 
underneath — a recurrent criti- ; 
rinrn of Qulnlan -Terry’s Rich- 
mond scheme - we might then 
see the foil significance of Wfr; 
tern books,' wfifo is that they ; 
provide' us with' templates for 
animproved way of building. • 

This is : nota new idea. Thir- 
teen years ago the US architect 
(foristauher Alexander sald tn 
his bow A Fattens Language, 
that "when you build a thing 
you cannot merely build, that 
thing in isolation, but must 
also repair the world around it : 
and within it”. - . .. 

ft we waft forties realisation 
to take effect, however, noth- 
ing will happen In the forseeS- ;; . 
hie future. There Is still a lot 
mean do now, without chang- _ 
ring very much stall. and there . - 
could surely not be a better . 
time to act- 


Wendy Smith asks whether quality will accompany; quantity 


Leisure attracts investment 


WHILE OTHER industries 
suffer in the economic down- 
turn, Britain’s burgeoning lei- 
sure business is attracting the 
attention of developers who 
previously favou red investing 
in retailing; housing or office 
schemes. 

Leisure analyst Mr Rory Mal- 
colm of County NatWest says 
this is because leisure has 
shown a steady growth patient 
for the past 10 years. Mr Mal- 
colm claims that demographic 
factors have contributed espe- 
cially the expansion of the 
“grey” market, older, aff lu ent 
people seeking second holidays 
and weekend breaks. Mean- 
while, older parents are also 
demanding better quality 
child- oriented holidays. 

The figures support the 
notion of a leisure surge. 
According to the English Tour- 
ist Board report. Investment In. 
Tourism, we are now seeing 
the highest level of investment 
in hotels (more than £Lfim) for 
15 years. 

Meanwhile a survey pro- 
duced by economic Ruetasting 
group Staniland hall Associ- 
ates has predicted that the 
increase in consumer spending 
cm leisure will be 8.7 per cent 
and o utstrip the 65 per cent 
rise in overall consumer expen- 
di t u re over tiie next five years. 

The Henley Centre for Fore- 
casting puts the total 399 let- 
sure spmd at £755bn with an 
increase of £82bn in 1990. But 
Rory Malcolm believes that the 
figure of £82bn may well be 
optimistic. “Leisure in general 
is slowing down, showing that 
the discretionary spend has 
been hit by the current eco- 


nomic climate," he says. 

Downturn or not, leisure 
continues to pull the punters 
and also attract both British 
architects and US practices, 
which regard a London office 
as a springboard into Europe. 

Some US firms who have 
moved into Britain have con- 
siderable leisure experience. 
CaHfomian practice WAT & G, - 
for example, has worked in 
hotel resort and leisure since 
3945. WAT & G principal Mr 
Ron Van Felt sees a great 
opportunity in European lei- 
sure. “European, like 
Americans, are expecting bet- 
ter value for their money." 

Many American architects 
are, of course, involved in the 
much publicised Euro Disney, 
which will open on a 57 hect- 
are site at Marne la Vallee, 
30km east of Paris, fax 1992. 

In Britain leisure schemes 
are also growing larger and 
more sophisticated. The UK 
already has 15 theme parks, 
according to a Mmtel report, 
and last year 9.4 million ptaple 
visited thgm and spent PlflSm. 
There axe maze to come. Won- 
derwork!, an £800m theme park 
at Corby which has heoi in the 
planning stage for more than 
10 years, should, if if ever 
opens, be one erf the biggest erf 
its kind fax the world attracting 
more than 4m visitors. 

Other schemes on the draw- 
ing boards fnehido the Spiel- 
berg-inspired £2bn movie 
theme park for Ralnham 
MaTahaa Jn Raspy There are 
plans to add a theme park to 
Woburn Abbey and Building 
Design Partnership has 
designed a film thane park at 


Himwat in Lancashire. _ 

Bui as Britain and the rest of 
Europe is . swamped with 
thwnwi “phantasy", hotels and 
reseats, win there be any room 
for architectural standards, or. 
will the leisure industry be 

qiitnmiBwi hy-mfafapiil CMltfa', 

fay and giant sheds? 

Mir John Csaky, director of 
leisure at designers and archi- 
tects Fitch RS. feels tint it is 
dangerous to that Bw 

lower end of the leisure market 


‘Too often the high 
design Input to 
simply seen as a 
glossy veneer” 


is representative of all archi- 
tectural standards. “The image 
for leisure has been of low 
quality with a low budget 
aimed at that low level vulner- 
able m arke t.” he says. 

Fitch RS fa working on a 
series a£ five holiday villages 
for the Granada Lain# joint 
venture Lake woods, due for 
completion by 3993. This, says 
Mr Csaky, will show the lei- 
sure sector In a more mature 
light. “It has already been 
three years since the project’s 
inception and there has been 
design input right from the 
outset*. 

Ms Lynn Wilson, principal of 
Anglo American leisure design 
specialist Me Coll Wilson, 
admits there has been resis- 
tance to decent design stan- 
dards at the lower budget end 
of the spectrum doe to both 
economy and taste. But at the 


five star aid. Quality has risen 
as the holidaymaker becomes 
more sophisticated. . . 

Ms Wilson has recently. 
workedwitaarchitectMrGun- 
ter Ifallberg on a250hed hotel 
in the Canary Islands where 
the^tbesido erf the mountain 
was Wasted, to- create .ai^euyfc:, 
ronmentally sympathetic struc- 
ture with rooms landscaped 
into the mountain side. 

But leisure is not all about - 
contrived theme, parks or 
exclusive hotels for the rich 
recluse. Cultural leisure falls 
within the pocket of most 
members of the public and this 
is one area in which many 
arc hitec ts feel they can excel, 
creatively. 

MrKeuMoth, architect asao- _ 
date in Building Design Part- 
nership's Manchester office, 
which worked on the Greater 
Manchester Museum of Science 
and Technology, fa dismissive - 
of much large scale "fan” lei- 
sure. *700 often the high 
design input is simply seen as 
a glassy veneer.” he says. 

Mr Moth befaeves th a t a dis- 
cerning public exists along- 
with discerning dilute who, 
despite relatively low budgets, 
ex p ect high quality architec- 
tural .design. BDF has 
recently completed a children’s ' 
museum in Manchester sited to 
former Bri tish Rail goods yard. 
Although its form and 
are contemporary, the design 
respects neighbouring build' 
ings, claims B D P. . „.J: 

“I am a committed conserve - 
tioxdst but I befieye that it fa a 
dead end archttecturallv totrv 


and make new buffdings 
old,” says Moth. 
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going public 


Path strewn 
wjth casualties 


2“PAIH which has taken a 
carter of architectural firms 

SSLE*? Partnership to 
puduc cmnpany status over the 

ESS, VJEL yeaTS *»■ not SO 

®^been paved with gold as 

Sl ^wn with casualties. 

Even now, the walking 
wounded on the Stock 
•“Change are still trying to fig- 
we opt why flotation has been 
so traumatic in so many cases 
for architects. 

Jjj® explanation Is that 
ara “tectural practice, which is 
poocemed with budding in the 
wag term, is incompatible with 
tne short-term operation of the 
Clt ?- As one disillusioned 
“enitwt complained recently; 
K ? all so fickle - they sup- 
port you one minute and jump 
out the next" H 

fa truth, the image of archi- 
jeefare in the City is suffering 
ttom two associations. One Is 
W““ the “people" business con- 
cept, which is now firmly out 
°£ vogue as falling advertising 
stocks have shown. The other 
Is with the construction sector, 
which is fa a parlous state 
becau se of the high cost of bor- 
rowing money. 

But publicly-quoted archi- 
tects have also been shooting 
themselves in the foot. James 
Capel analyst Mr Tim Steer 


Architects have to 
shoulder the 
responsibility for 
educating the City 

says that architectural firms 
have “performed pretty poorly” 
on the Stock Market in the 
main. He claims that architects 
“went to the market with crazy 
ratings" but singles out YRM, 
Aukett Associates and DY 
Davies as “the pick of a bad 
bunch”. 

Company of Designers, 
which braved the choppy 
waters of the USM in the dis- 
mal days directly after the 
October 1987 financial crash, 
typifies the trend. This archi- 
tecture, retail and design con- 
glomerate has pushed ahead 
with acquisitions in the UK 
and overseas despite being 
plagued by high costs and con- 
stant breakdowns in its com- 
puter systems. 

Its finanrifll acco unting has 

suffered - and so has its per- 
formance. Last year pre-tax 
profits slumped from £&5m to 


£l.5m and the firm has just 
warned that it will make a loss 
for this year to end-September. 

Whinney Mackay Lewis, 
which shared with fellow 
architects Tribble Harris Li 
and DY Davies the distinction 
of being among the 10 worst 
USM share performers in 1988, 
has also suffered a profits col- 
lapse - interim profits to Octo- 
ber last year fell to a low of 
£150,000. Meanwhile troubled 
USM-quoted American archi- 
tects Tribble Harris Li has just 
announced heavy losses and 
the departure of Gerald Li. the 
second of its three founding 
partners to quit 
Mr Steer says; “There has to 
be a question mark over how 
some architects have made the 
transition from partnerships to 
public companies. The culture 
is so different - in a partner- 
ship, they didn't even need an 
audit.” 

Not all architects have done 
so badly. DY Davies, which 
was the first architectural firm 
to go public in 1988, has stead- 
ied the ship after a stormy pas- 
sage. Pre-tax profits for the 
year to April 1990 showed a 
respectable 17 per cent rise to 
£1.5m on turnover up from 

film to Cl 3m 

Director Mr Tim Forsyth 
does not regret the decision by 
DY Davies to float: “Our turn- 
over has tripled since going 
public. That wouldn’t have 
happened if we’d remained a 
partnership.” 

Mr Steer believes that the 
qualities to look for in a public 
architectural practice are: the 
type and spread of its clients; 
its use of new technology, such 
as labonr-saving com pat- 
er-aided design; its multi-dis- 
ciplinary breadth, including 
such »wni» as planning , engi- 
neering, and project manage- 
ment; and its ability to keep 
borrowings under controL 

By these criteria, he suggests 
that only two firms - YRM 
and Aukett - can be consid- 
ered by the City to be of genu- 
ine qualify. Not surprisingly, 
these practices are the only 
ones to have gone for a full 
listing. YRM c hair man Mr 
Brian Henderson says that the 
path chosen has been less trau- 
matic for his firm than others 
because "YRM has always 
claimed to be good at strong 
management”. 

Mr Henderson believes that 
“a full public quotation sug- 
gests that you know how to 



YRM Partnership's London Telehouse: chairman Brian 
Henderson believes a hdl listing speaks a lot for the firm 


manage your affairs and 
speaks a lot for the firm." 

YRM went public three years 
ago has assiduously built 
an international platform for 
its multi-disciplinary skills, 
which extend from interiors to 
structural engineering. In 
August It bucked building sec- 
tor trends with a 16 per cent 
rise in pre-tax profits to £3 Jm 
on turnover up from £19 .5m to 
£27.5m. 

Mr Henderson is sanguine 
about the tough Hwipe ahead in 
building and rejects the idea 
that public companies are bet- 
ter-equipped to deal with reces- 
sion than partnerships. But he 
nwintaiwa ; “When a firm has 
so many partners that they 
cant all meet, it devalues the 
concept of partnership. Going 
puhlic at least allows you to 
get some value for your com- 
pany, to make some money.” 

But Mr Michael Aukett, chief 
executive of Aukett, is less 
sure that he would not recon- 
sider his options if he bad his 
Hme again. Aukett went public 
fa February 2988 and main- 
tained its steady promise in 
June this year by turning in 
highly respectable interims. 
Profits shot up 24 per cent to 
£947,000. 

Yet Mr Ankett says: “The 
City is responsible for creating 
the hype that any size of busi- 
ness should go on the market, 
bat architectural firms are 
basically too s mall. We don’t 
begin to rnmnnimi any position 
under a market ««pttansatinn 
of £50 hl" 

With the benefit of hind- 
sight, Mr Aukett believes now 
that he would have waited 
another three years to grow to 


a bigger size before tan g lin g 
with the institutions: “They 
seduce you to go in and when 
the market goes on its knees, 
they don't support you. How do 
our share-holding staff feel 
when they see the market 
dip?" 

One way round the problem 
of lack of scale in financial 
eyes has been for architects to 
join broader publicly-quoted 
design and communications 
conglomerates, fitch Benoy is 
part of the Fitch RS design 
group. McColl, which owns 
architect Geoffrey Reid, 
belongs to Martin Sorrell's 
WPP group flagship. 

McColl chairman Mr Stewart 
McColl, who once courted a 
listin g in an abortive alliance 
with architects Co veil Mat- 
thews Wheatley, believes that 
the financial clout that comes 
with belonging to WPP has 
made a significant improve- 
ment to the running of his 
business. 

In the long term, however, 
there is still the suspicion and 
ignorance in the City of what 
architects actually do to be 
overcome. YRM’s Mr Hender- 
son believes you cannot blame 
others - architects have to 
shoulder the responsibility for 
educating the City. But Mr 
Aukett says he already spends 
too much time trying to satisfy 
brokers and analysts. “They 
find it difficult to understand 
what quality buildings are for. 
It's au about building busi- 
nesses, it’s a complex affair. 
It’s not about keeping the rain 
out” 


Jer e m y M yer so n 


PACIFIC RIM 

West looks 

at design 
prospects 
in the East 

NOBODY DOUBTS the 
economic power of the Pacific 
Rim. Such is the Industrial 
growth In the region that it is 
tipped to provide the dominant 
commercial motif in the 21st 
century in the same way that 
the ug has dn™ ing ted this cen- 
tury or the 19th century is 
regarded as belonging to the 
British. 

Not surprisingly British, US 
and mainland European archi- 
tects want to be part of the 
new construction in the region. 
Out of a total world market for 
architectural and design ser- 
vices estimated at $31bn, Japan 
alone accounts for SSbn. 

But rosy architectural pros- 
pects are not confined to 
Japan. New hotels, stores and 
wood trade centres are spring- 
ing up all over the region. 
Hong Kong, for example, has 
two of the most important 
landmark buildings of recent 
times - Sir Norman Foster’s 
Hong Kong & Shanghai Bank 
and I M Pei’s Rank of China - 
which serve as a spur making 
other western architects bid to 
win comjxdssums. 

Sir Norman and Mr Pet, how- 
ever are important interna- 
tional Tiawifttt And here lies a 
catch - it helps to be well 
known. Other western archi- 
tects who have gained presti- 
gious Far East projects have 
also been star design names 
Britain’s Mr Nigel Coates, Mr 
Richard Rogers and Mr David 
Chipperfield, France’s Mr Phi- 
lippe Starck and Italy’s Mr 
Alda RossL 

According to Mr Coates* 
partner Mr Doug Branson: 
“The Japanese tend not to go 
to western architects to pro- 


Outsiders must 
learn a new 
language of 
construction 


Gillian Parley finds confusion dominates current visions of future 


Solution sought for new villages 


1988 WAS the year that new 
settlements became official 
orthodoxy, as government 
bowed to the pressure from 
house builders. 

By late 1990, given the num- 
ber of proposals made and the 
direction to local authorities to 
look kindly upon the idea of 
free standing new “villages” 
one might nave expected to 
find a number under way, 
despite the recent chill in the 
development climate. Not a bit 
of it The submissions for new 
villages have been legion, 
detailed planning permissions 
have been sought in a number 
of cases but despite a number 
of runs at the planning hur- 
dles, so far almost all the run- 
ners have fallen. 

The explosion in this field of 
development is such that the 
Department of Geography at 
Loughborough University has 
set up a New Settlements 
Research Group in order to 
investigate planning and policy 
Issues related to government 
chang es - implying, it would 
seem, that the Department of 
the Environment is imperfectly 
prepared for the consequences 
of its pronouncements. 

The mystery is why did cen- 
tral government support the 
notion of concentrating new 
development in self co n t aine d 
settlements ( rather than the 
ever-debilitating effect of Infill- 
ing villages to bursting point) 
and then make it so awkward 
for the idea to be put into prac- 
tice. , 

The problem has been the 
failure to designate develop- 
ment sites in structure plans 


and, the tier below, on focal 
plans. 

Timing Is a problem. 
Reviews of structure and local 
plans time and the system 
cannot react quickly to govern- 
ment policy changes. Develop- 
ment pressures vary widely 
from region to region. To start 
with the south-east bore the 
brant, now the spotlight has 
turned to East Anglia, the east 
Midlands and the area around 
York. 

So far, few counties have 
reached the stage of identify- 
ing possible sites for new vil- 
lages and of these, the pioneer, 
Cambridgeshire found that its 
own ideas were scuppered by 
the then secretary of state, 
Nicholas Ridley, who proposed 
entirely different sites. 

Only one local authority has 
so for incorporated the notion 
at local plan level- That 
authority, Kettering Borough 
Council, designated three areas 
of search for a new settlement 
of around 750 dwellings and 
Invited interested parties to 
put forward submissions. Most 
of tbe nine submissions 
received are within those 
areas, one or two have strayed 
beyond. 

The advantage here Is that 
Instead of developers banging 
on closed doors, the planners 
have extended the Invitation 
themselves. Both share an 
interest and it is to their 
advantage to agree on tbe best 
possible outcome. ■ 

However, the drift of the 
submissions seems to be a 
rather depressing dependence 
on a dim vision of tbe tradi- 


tional village - down to 
church spires, village ponds 
and picture postcard village 
shops - together with a shop- 
ping list erf items that the plan- 
nees can expect to achieve. 

The economic realities of 
paying for a wide range of 
infrastructure as well as com- 
munity facilities are an awk- 
ward matter for developers. 
Some of their lists are patently 
unrealisable when the settle- 
ment fa question is to remain 
village sized - say less than 
1,000 dwellings. 

Some submissions attempt to 
address environmental issues, 
others community develop- 
ment while all are forced to 
address at some level the cen- 
tral matter erf affordable hous- 
ing. 

No one can afford 
to venture beyond 
what is tried and 
tested 
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New forms of village occa- 
sionally emerge to test the 
standard model. Lighten oor, 
the self-built hamlet on land 
offered at enormously favoura- 
ble cost to the builders by Tel- 
ford New Town, is about to 
expand to a second phase, but 
chastened with the failure of 
many of Its original Ideals. 

Its stated purpose to provide 
homes doubling as workplaces 
succeeded less well than 
hoped; only a handful of the 
heads of household of the 14 
families actually work there. 

In addition the Halifax Build- 
ing Society loaned funds before 
building started, so that those 
without capital could have a 
foot on the housing ladder. 
Planning and funding delays 
shook off many of tbe original 
applicants while the soaring 
1980s housing market dealt a 
blow to a novel plan to cream 
off the value gained on each 
site developed to be offered as 
starter capital to newcomers. 

However. Tircoed, fa South 
Wales, also benefiting from a 
favourable land deal (fa this 
case an accommodating land- 
owner prepared to accept low 
value and to await develop- 
ment for further payment), 
does seem to present a genuine 
alternative. 

By putting profit from the 
land Into the provision of com- 
munity facilities it is an echo 
from the days of the Garden 
City - founded upon the prin- 


ciple that the value of the 
development should find its 
way buds into the cities them- 
selves. 

Everyone looking at the 
issue of new villages aj 
that it is the issue of lane 
ues which lies at the heart of 
the near complete failure to 
build any new villages worthy 
of the name. No one, be they 
volume house builder, property 
developer or traditional land- 
owner can afford to venture 
beyond the tried and tested. 

The Ideas put forward fa the 
Tomorrow’s New Communities 
competition and exhibition to 
be held by the Joseph Rown- 
tree Memorial Trust and tbe 
Town and Country Planning 
Association early next year, 
will be ones to watch. 

The first thing that any 
putative village developer now 
does is to assure his plan 
authority that the development 
will be “fa keeping”, a reflec- 
tion of local tradftions, a 
simile of the qualities of tradi- 
tional villages of the area. That 
reassures the committee mem- 
bers and is the first i 
towards ensuring that the 
building societies will stand 
behind tho dev elopment 
Architects who have mas- 
tered the art of an urban archi- 
tecture which neither apes the 
last nor forgets the structural 
lessons of tradition have not as 
yet been commissioned to 
design a new village. 

Significantly, neither Mr 
Leon Krier nor Mr John Shop- 
son, the two high profile archi- 
tects In the new village pack erf 
cards, have any hack record fa 
the area. Yet a careful look at 
Milton Keynes or even, with 
discrimination. Docklands 
would reveal some promising 
candidates for such patronage. 

Perhaps It Is the confnston 
as to what a village should be 
in the 21st century that has led 
to the dismal architectural 
cross-dressing to be seen fa the 
glossy brochures raining down 
on hapless planning officers 
across the country. 

In principle, building a new 
village is a stimulating archi- 
tectural challenge - as much 
so as it was to architects of the 
calibre of Robert Adam, George 
Dance, John Nash or William 
Butterfield fa the past 
New villages will be built 
Let us hope that their builders 
and developers will choose 
architects who can respond to 
that challenge and that plan- 
ners and public will not stand 
in their way. 


vide the sort of good, solid 
stuff they could easily do them- 
selves. They want a west ern 
view and western values.” 

American rfpwignftr Mr ifau 
Walkin' of retail specialist 
Walker Group/CNL which has 
opened an office in Tokyo, puts 
it another way: “Hie Japanese 
are keen on collecting new 
international ideas and they 
treat them like objects." 

The Idea, claims Mr Walker, 
is to use western design to 
build image as much as build 
structures. 

Branson Coates is well 
known In Japan for such 
unusual developments as the 
Noah’s Ark restaurant at Sap- 
poro and the Hotel Otaru Mar- 
ittimo at Otaru. The London- 
based practice has Just com- 
pleted a seven storey commer- 
cial building in Tokyo called 
The WalL This, says Mr Bran- 
son, “has a series of layers 
reminiscent of a renaissance 
palace in Italy. 

“I suppose it is architectural 
pomp and almost naive in real- 
isation, but western architects 
axe not bring bought in to com- 
pete with the Japanese aspect 
of Japanese architecture.” 

Tbe strength of the derign- 
and-build contractors in the 
region also makes it hard to 
sell design and architectural 
consultancy because, says Mr 


Walker “design and build firm* 
will throw in the design for 
free if they get the contract to 
build a store”. For that reason, 
many architects and designers 
in the region are forming affi- 
ances with reputable contrac- 
tors. 

However, many Far Eastern 
designand-bnOd firms are no 
slouches when its comes to 
architectural standards. 
There's an entirely d iffe re n t 
quality of design built by these 
contractors than you’d expect 
fa the OK," says Ian Graham, a 
partner in the St Albans-based 
John S Bennington Partner- 
ship. “Many are design led, not 
construction led.” 

Bat cultural differences Inev- 
itably make It necessary for 
outsiders to learn what British 
architect Mr Derek Walker of 
Derek Walker Associates 
describes as “a totally new lan- 
guage of construction”. 

Mr Walker been commis- 
sioned to masterplan an entire 
commuter dormitory town 45 
minutes outside Tokyo. Two 
former Royal College of Art 
students now resident In Japan 

anrf On on* in the language are 

assisting him on the protect, 
which should ease some of the 
comm unication problems. 

One disconcerting aspect of 
the Japanese approach to 
architecture, despite the big 
budgets, is the tendency to 
start changing the new build- 
ing even before, in the words 
of Mr Coates, “the western 
architect has left for the air- 
port”. 

Mr Branson, however, sug- 
gests this is exciting because 
“architecture must be alive 
and respond to ch ang e." 

For Mr Walker, Pacific Rim 
clients are good to work with 
“because they believe in the 
future, which is a nice change 
from Britain**. 

Jeremy My arson 
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The Lazard merchant banks 


lUflsmanin 

of Lazard 


A growing spirit of co-operation 


epiffiae a ^he t FSS n f terB 

tte qiifetfe^deS While preserving their traditional domestic autonomy, the three recognise that they must draw closer 
web or together if they are to realise their international ambitions. Stephen Fidler reports 


Rives It J^ r ^ }laings which 
in contt- 

aentaj Europe. It is by tor the 
gMtdominaat force in the 
acquisiuom. scene 

Its sister bank 
JjSjjJ Brothers, has also con- 

Stm& 1vk ^L? b** * me 

Providing advice to Brit- 
wh companies or to those 
wanting to buy them. Four 
J®ars after Big Bang, its ded- 
with 

ouwr City firms looks better as 

year passes, it continues 
tope r anke d the top adviser in 
UK mergers and acquisitions. 

Across the Atlantic. Lazard 
'Terra’ New York office is one 
w a handful of houses to have 
dominated the mergers and 
acquisition scene on Wall 
Street in the 1980s. But, by con- 
trast with its powerful and 
heavUy-capitalised competi- 
tion. Lazard works from a rela- 
tively small capital base. 

In each of the three main 
markets, the Lazard houses 
have emphasised that they are 
domestic banks, and have con- 
centr ated on the business of 
providing advice to companies. 
According to Jean-Claude 
Haas, senior partner at Lazard 
Fr&res in Paris, almost all com- 
panies have a dominant cul- 
ture and lean towards advisers 
which are part of that culture. 
Choosing a corporate adviser is 
- Kke choosing a doctor. He says: 
“People like to be ill in their 
own language.” 

While most other investment 
hanking firms have followed a 
strategy of expansion and a 
“global” approach to their 
business, the three Lazard 
banks, under the leadership of 
Michel David- Weill, have 
sought to do neither. 

The Lazard houses - in 
which Pearson, the UK group 
which owns among other 
thing s the Financial Times, 
has an interest - are unusual 
in that they have succeeded 
through the last IS turbulent 
years in international finance 
by sticking to their traditional 
business - advising compa- 
nies. This has meant neither 
radically enlarging its balance 
sheet, nor trying to move into 
the securities business. 

It has often meant eschewing 
the financial fashions of the 
day. Even at the height of the 
market, Lazard in New York 


never used junk bonds in any 
of its clients’ bids. It also 
avoided providing bridging 

finance itself for leveraged 
takeovers, a practice known as 
US-styie merchant banking, 
which it saw as heightening 
the potential conflicts of inter- 
est between client and adviser. 

Lazard’s conservatism ran 
counter to much of what was 
going on in Wall Street and the 
City of London in the 1980s. 
and for a while its position 
appeared to be under threat 

In the US, in particular, 
some of Its main clients were 
being swallowed up by huge 
takeovers which involved the 
creation of mountains of debt, 
while others were being 
seduced by the big financial 
incentives offered by deal- 
makers at other Wall Street 
houses. 

Even in the UK, competitors 
were keen to point to signs 
that Lazard was losing its sore- 
ness of touch, for example, in 
its defence of Plessey against 
an unwelcome bid from GEC. 
The consortium it attempted to 
in place to attack GEC coi- 
through lack of finance. 
Lazard had initially agonised 
over whether to launch an 
unfinanced bid - a tactic sub- 
sequently used by the consor- 
tium led by Sir James Gold- 
smith in his ultimately 
unsuccessful bid for BAT - 
but decided against it. The 
bank seemed to some to lack 
bravery, although Lazard saw 
it as succeeding in its main 
aim: GEC paying a signifi- 
cantly higher mice for Plessey. 

Now, with highly-leveraged 
takeovers out of fashion and 
with many of its aggressive US 
competitors encumbered by 
their bridging inawa to hi ghly 
indebted companies, the 
doubts have eased. 

Lazard looks wen positioned. 
All Wambauld, a London-based 
partner of Lazard New York, 
says: “When there’s a lot of 
jazzy stuff going on in the mar- 
ket, we tend to lose market 
share. When thing s cnim down, 
we gain.” 

Keeping down the size of bal- 
ance sheets has been a long- 
time article of faith at the 
three Lazard houses, the parsi- 
mony of which is renowned. At 
the root of this is a view of 
hanking that’s nnusual to hear 



Michel DavM-Wein (left) and David Verey: structures put At place to encourage co-operation 


even now in finnnrial circles. 
“We don’t see merchant bank- 
ing as a growth business.” says 
David Verey, who took over 
last year as chief executive of 
Lazard Brothers. 

The capital of the London 
house is around £100m, he 
says, “and even that might be 
too high”. In Paris, the partner- 
ship is capitalised at around 
£50m and in New York at 
about SlOOm. Keeping capital 
small and investment in 
assets low allows Lazard to 
remain flexible. 

Being privately-held is cru- 
cial to its strategy too. In con- 
trast to the publicly-traded 
houses that dominate the US 
scene in particular and which 
mast produce quarterly 
results, “we could have three 
bad years and it wouldn’t mat- 
ter too much,” says Verey. 
This may be useful; the lucra- 
tive mergers and acquisition 
activity looks likely to be 
much quieter over the next 

year or so. 

But looking at Lazard’s capi- 
tal - particularly in Paris - 
does not tell the whole story. 
The Paris firm may not be 
heavily capitalised, but its 
partners led by David-Weill are 


extremely wealthy and they sit 
in the middle of a complex 
holding company, Eurafrance. 

In the company’s annual 
report a diagram of the group’s 
structure hints at Euzafoance’s 
- and therefore Lazard’s - 
influence in Europe. But even 
this underestimates the laby- 
rinthine nature of the com- 
pany's network. 

For example, Gaz et Eaux 
holds a 2 per cent stake in 
Mediobanca, the Influential 
Italian merchant bank itself in 

the centre of a web of cross- 
holdings in Italy. This is 
enough to give Antoine Bem- 
fceim, a senior partner in Paris 
of Lazard Frdrea and widely 
considered to be the master- 
mind hrtwrai fha French net- 
work, a seat on Mediobanca’s 
board. 

In New York, an affiliated 
$1.5bn fund, known as Corpo- 
rate Partners, has been estab- 
lished to make friendly equity 
investments following fairly 
closely the European pattern. 

One drawback of each office 
being so deeply involved in its 
own domestic market is the 
increased likelihood that inter- 
office co-operation may suffer, 
losing Lazard international 


mergers »wd acquisitions bust 
ness, which accounts for a 
growing proportion of corpo- 
rate advisory work. 

Because of this, the bouses 
have embarked on a strategy 
to improve their International 
co-operation, a step which 
must strike at the heart of 
deeply-held perceptions at 
Lazard. 

The Lon don merchant bank, 
mainly for historical legal rea- 
sons, bas long ploughed a sepa- 
rate furrow from its two affili- 
ates, which were, and are, 
partnerships. It suffered the 
scorn of Andrd Meyer, the 
French financier who rebuilt 
Lazard Fibres in New York 
after the Second World War. 
“We should never have allowed 
them to use our name,” he is 
quoted as haring said. 

Bringing London bade into 
the fold Hub bee n an important 
objective of David-Weill over 
the past six years. 

Until 1984, tiie Lazard part- 
ners in the other two houses 
were the junior shareholders in 
Lazard Brothers. In 1984, that 
changed in a move which put 
100 per cent control of Lazard 
Brothers to a new entity - 
TjTflr d Partners. 


Pearson, which previously 
owned 79 per cent of Lazard 
Brothers, would have a 50 per 
cent stake in Lazard Partners. 
The arrangement - extended 
in 1988 for 21 years, with a few 
amendments - also gave Pear- 
son a 10 per cent share of the 
profits from the New York and 
Paris partnerships. 

The partners in the French 
and New York houses, under 
the control of David-WeilL 
would take the remaining 50 
per cent of Lazard Brothers. 
Rewards for senior manage- 
ment were linked to profitabil- 
ity in an attempt to align the 
culture of the London bank 
more closely with that of its 
affiliates and put the rewards 
of working in London more in 
line with the other two centres. 
Partners, says Jean-Clande 
Hags, know they have an excel- 
lent change of becoming very 
wealthy, an incentive which 
reduces defections of impor- 
tant figures to other firms. 

Last year, David-Weill, 
whose family has been associ- 
ated with the bank almost 
since its inception in the 1840s, 
took over as chairman of the 
London bank, after the resigna- 
tion of Sir John Nott. Bis 
authority and ability to get 
things done in each of the 
three centres has been critical 
to the company's efforts to 
improve co-operation. 

But if haring one individual 
at the halm is a necessary con- 
dition for bringing the houses 
closer, it is certainly not a suf- 
ficient one. “Investment bank- 
ers are both externally and 
internally competitive.” says 
Verey. The structures have to 
exist to give them incentives to 
cooperate. 

To pt>tI more partners 
now work in two firms. Haas, 
for example, spends up to a 
day and a half per week in 
E»ch house has set up 
an affiliate inside the other 
houses manned by partners. As 
well as regular daily contacts 
through conference calls, there 
is a training programme where 
new recruits spend time in 
each centre. 

A system bas been put in 
place which distributes fees 
according to where the busi- 
ness originated and which 
office does the work. 

As a further step in the pro- 


cess of co-operation, Lazard 
Brothers has this week 
announced the establishment 
of an office In New York. It is 
headed by Nigel Turner, who 
moved to Lazard from Barclays 
de Zoete Wedd five years ago 

and has been newly promoted 
to director. 

hi important markets where 
Lazard has less influence, it is 
moving to establish operations; 
for example. It has set op a 
new German partnership and 
has recently opened an office 
in Tokyo. 

According to Lazard offi- 
cials. these efforts have yielded 

improved co-operation among 
the houses. In recent examples, 

which are far from isolated 
cases, London and Paris co-op- 
erated over the £l99m acquisi- 
tion by Cap Gemini Sogeti of 
the Hoskyns Group from Ples- 
sey: Paris and Now York over 
Saint -Go bain's S1.9bn acquisi- 
tion of Norton in the US; and 
New York and London over a 
recommended offer for Avis 
Europe. 

The question of whether the 
Lazard offices pJ,n maintain 
and improve upon their 
co-operation in the interna- 
tional arena will only be 
resolved in the long term. It is 
impossible to judge what will 
happen when David-Weill, now 
58 and clearly central to this 
strategy, departs the scene. 
There is no sign that such a 
move is immine nt, but there is 
no successor in line from 
within the family. David-Weill 
has a le gitimac y at each of the 
Lazard houses, based on his 
talent, experience, wealth and 
links with the past, which 
umbuib that his shoes will be 
har d to fill 

The ultimate test (d his suc- 
cess will be how well his 
organisations manage without' 
him at the helm. For even 
though the events of the last 
year seem to have justified the 
Lazard s tr ate gy, the environ- 
ment it is likely to toce in the 
1990s and beyond will be 
tougher. 

The drawbacks of aggressive 
marketing of mergers and 
acquisitions have become 
apparent The Lazard approach 
is being widely emulated by 
recent entrants into the M&A 
business. 

In Wall Street and In the 
City of London, competitors 
are beginning to take them- 
selves private again, reversing 
the trend of the early 1980s. 
Meanwhile, the spread of 
Anglo-Saxon style business 
practice and the influence of 
thw European Commission may 
over time loosen the webs of 
cross-shareholdings which are 
the key to Lazard’s influence 
in continental Europe. 


Introvert 

strategies 

By Simon Hoiberton 

M any British compa- 
nies are faHmg to 

consider external 
non-fiuancial information 
when formulating: and monitor- 
ing their business strategies, 
according to a survey commit 
stoned by KPMG Peat Marwick 

Management Consultants. 

The survey - of 150 compa- 
nies selected from The Times 
U000 by the Harris Research 
Centre — revealed that 59 per 
cent of respondents did not use 
information about competitors 
when setting performance ai- 
gets. Instead, they preferredto 
concentrate on setting targets 
which related to their own pre- 
vious performance. 

Nearly a quarter of those 
surveyed did not use non- fi- 
nancial monitoring in any area 

of their business. 

Brian Taylor, a KPMG part- 
ner specialising in information 
management, says that compa- 
nies are far too Introspective 
and concentrate only on finan- 
cial performance. , . , 

“They should be looking 
more at external factors, such 
as market-place and technolog- 
ical advances, if they are going 
to compete successfully with 
US, European and Japanese 
competitors," he says. 

The survey’s other main 
findings are: 


67 per cent of companies 
use “hunch/feel " as a tech- 
nique when analysing data for 
strategy formulation: 

• 50 per cent of companies 
rank their management 
accounts as the most impor- 
tant source of information 
when formulating strategy 
while only 20 per cent rank 
their marketing database as 
the most important source; 

42 per cent of companies 
said that at times the informa- 
tion available to formulate and 
review strategy failed to high- 
light critical issues; 

only 24 per cent of compa- 
nies reviewed their strategy on 
a continuous basis, half still 

rflng to t radi tio nal annual 

planning cycle with strategy 
reviewed once a yean and. 

the survey found that 
authoritative external sources 
of Information were under 
used. 

Copies of the survey are 
available free from Alistair 
Grey. KPMG Peat Marwick 
Management Consultants. 8 
Salisbury Sq., London EC4Y 
8BR 
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BUSINESS AND THE ENVIRONMENT 


Calls for 

greater 

disclosure 


COMPANIES will have to 
increase the amount of infor- 
mation they make public 
about environmentally sensi- 
tive processes, under new pro- 
posals from the UK Depart- 
ment of the Environment. 

The proposals are contained 
in a consultation document 
dealing with applications to 
have processes approved under 
the new pollution control 
regime which the government 
intends to introduce neat year. 

The new regime, known as 
integrated pollution control, 
will usher In a sweeping over- 
haul of the environmental 
monitoring of companies by 
the UK's regulatory authori- 
ties. One of & aims is to boost 
the amount of information in 
the public domain about 
potentially polluting sites. 

The Environment Depart- 
ment last week published 25 
pages of draft regulations, cou- 
pled with 18 pages or an 
explanatory memorandum on 
bow information will be made 
public, as well as on how com- 
panies should apply for new 
processes to be authorised. 

The department made 
almost no attempt to publicise 
the consultation papa - an 
attitude which has so far char- 
acterised Its handling of the 
introduction of the new pollu- 
tion restate- 

flwMmg the data w hich com- 
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T ougher legal stan- 
dards, shrinkim 
insurance cover 
the threat of damag- 
ing publicity are leading Euro- 
pean companies to reappraise 
their approach to how they 
contain environmental risks. 
Companies, especially in the 
chemical and energy indus- 
tries, are increasingly resorting 
to risk management tech- 
niques, -which combine radical 
measures to reduce the risk at 
environmental damage and 
innovative ways of financing 
losses when these arise. 

There are increasing indica- 
tions that European environ- 
mental legislation will reflect 
elements of the punishing US 
regime established in the 1070s. 
In the US the industry is 
strictly liable for the pollution 
it causes. Hie cost of clean-ups 
ordered by the Environmental 
Protection Agency, the US fed- 
eral government agency estab- 
lished under the so-called 
Superftmd Act, Is estimated at 
more than $l00bn (£50bn). 

Large sections of the US 
chemical and energy industries 
are locked into an expensive 
legal war with insurers over 
who should pay the bill Insur- 
ers fear that if they were made 
to pay the fall coat it would 
bankrupt the entire US prop- 
erty casualty insurance indus- 
try. Legal uncertainty and the 
enormity of potential losses is 
frightening off insurers. Only 
two US companies now insure 
against pollution. 

In Europe the EC has 
already indicated that the 
broad framework of environ- 
mental legislation will be 
tougher for the polluter. The 
Commission's waste directive, 
which establishes strict liabil- 
ity for the waste processing 
industry, is expected to come 
Into effect next year. A 
paper outlining a strict 
tty regime for ail civil pollution 
is wporiwi later this year. 

Some member countries may 
not only comply with the EC 
but, in response to domestic 
political pressure on green 
issues, establish much tighter 
regimes. The German govern- 
ment bas already introduced 
rules that improve the rights of 
injured parties. 

The new German rules, 
which come into force on Janu- 
ary l, extend the existing strict 
liability regime in the field of 
water pollution, to soil and air. 
Liability is also attached to 
development risks. In other 
words the guilty party - the 
polluter - can no longer use 
the defence that a certain risk 
could not have been antici- 
pated at the time of the inci- 
dent which gave rise to a 


Richard Lapper examines how environmental risk 
management can help control industrial pollution 

Hedging the bets 
against disaster 


premiums and risks equally. 

However, the scope of cover 
offered is limited to 820m. “Pol- 
lution pools and other facilities 


claim. Legal trends in France, 
the Netherlands and th«» UK 
involve a ten d e n cy towards the 
reversal of the burden of proof 
towards the polluter. 

The potential for legal 
awards in clean-up cases is 
becoming dear in the Nether- 
lands. where the country’s 
high water table makes ground 
contamination a serious prob- 
lem. The Soil Clean-up Interim 
Act of 1988 gives the govern- 
ment power to recover clean- 
up costs from polluters under 
tort Jaw. The state must prove 
negligence, so the regime is 
less punishing than that being 
introduced in Germany. 

Nevertheless the Ministry of 
the Environment is taking 
action against more than 100 
companies to force them to pay 
clean-up costs at 144 separate 
sites. Shell (Netherlands) feces 
a bill of FI 110m (£33m) if it 
loses an appeal, lodged last 
week, against an order to 
clean-up a site at Gouderak, 
where the company once man- 
ufactured pesticides. 

According to Hugo Mayen- 
feldt, the Dutch official who is 
co-ordinating the action, the 
government is seeking more 
than FI 750m. Most awards are 
less than FI lm, but one 
dean-op ordered by the minis- 
try of a municipally-owned gas- 
works site near Utrecht could 
cost FI 300m. 

In the UK, the National Riv- 
ers Authority has showed its 
teeth by fining Shell (UK) £lm 
for a pipeline leakage which 
led to pollution in the Mersey. 

Although still relatively 
small in comparison to court 
awards in the US, these cases 
are Important since awards of 
any kind have been rare in 
Europe.’ Moreover the impact 
of incidents like the fire in the 
Soviet nuclear reactor at Cher- 
nobyl in 1986 and the fire at 
the Sandoz warehouse facility 
in Basle, Switzerland, later 
that year led to heavy compen- 
sation rlalmR- 

The fire at the Sandoz chemi- 
cal warehouse in November 
1986 led to catastrophic pollu- 
tion of the Rhine river, when 



water used to extinguish the 
fire overflowed. It gave rise to 
nfainw in Germany, Etniinnrf 
and France from local authori- 
ties whose water supplies were 
affected. Ensured losses arising 
from the Sandoz incident could 
amount to at least SFrlOOm 
(£40m). The costs of cleaning 
up polluted sites in what was 
West Germany could be as 
much as DM20bn (£&7bn). 

According to Bruno Zingg, 
manager of the casualty 
department at Swiss insurers 
Zorich Insurance: “We must 
realise that we are being can- 
fronted with a risk ana loss 
potential we are unable to com- 
prehend.” Zingg’s colleague at 
Zurich. Peter Schroeder, who is 
director of risk engineering, 
says that the bad publicity suf- 
fered by Sandoz after the 
SchwelzerhaUe fire and the 
damaging impact on the com- 
pany’s market image have 
served to alert companies to 
environmental risks. “Bad pub- 
licity Is what they fear most.” 
he says. 

The possibilities of cata- 


strophic loss are without doubt 
worrying insurers. Over the 
past five years European insur- 
ers have followed the example 
of the US counterparts by 
introducing exclusions into 
their general liability policies. 
New environmental impair- 
ment policies have Been 
launched, but these generally 
limit cover to p o l l u tion stem- 
ming from sudden and acciden- 
tal incidents (from a spillage or 
fire, for example) rather than 
gradual pollution (from evapo- 
ration, vapourisation, trickling 
or seepage). Cover is also likely 
to be on a clai ms-made basis, 
under which Insurance Is pro- 
vided only for claims made 
during the policy period. 

“By and large up to five 
years ago buying pollution cov- 
ers wasn’t a problem," says 
David Thomas, an environmen- 
tal specialist with UK brokers 
Willis Wrightson. “Liability 
policies didn't mention pollu- 
tion one way or the other." In 
France, Italy and the Nether- 
lands insurers have established 
pools - in which they share 


do not represent a form of com- 
pensation for entrepreneurial 
Incapability or negligence,” 
says Zing g. “There is a discrep- 
ancy between liability based on 
legislation and court judg- 
ments, on the one hand, and 
pollution coverages being 
offered by the industry on the 
other,” he adds. 

Increasingly insurance is 
being linked to th e insure d tak- 
ing much more rigorous risk 
prevention measures. This is 
now occurring in Europe. In 
the UK last December the 
Chemical Industries Associa- 
tion launched a policy which 
obliged policyholders to 
undergo a thorough survey 
(which examines the type of 
materials stored as well as 
safety control systems). Zurich 
is working on a more ambi- 
tious policy which will provide 
more cover bnt lock the 
insured into a rigorous risk 
engineering programme. 

Laurence Law, of insurance 
brokers Alexander Stenhouse, 
says enquiries about his com- 
pany’s risk management opera- 
tion have tripled within a year. 
Thomas of Willis Wrightson 
says that until recently many 
clients have been able to buy 
insurance but says the gradual 
contraction in the market is 
leading to a “huge amount of 
interest around the co un tr y" . 

Zurich, which plans to 
launch its policy next year, 
says that its new product is 
based on the principle cf “more 
protection, more coverage”. It 
draws on a number cf innova- 
tive financial techniques and is 
linked to risk preve nti on mea- 
sures being introduced. 

Beyond a minimal insurance 
providing fur cover for sudden 
and accidental pollution, third- 
party liability and property 
damage, farther coverage 
could be made available on the 
mnriitinn (hat the would 

be prepared to cooperate with 
Zurich's own risk analysis pro- 
cedures and implement recom- 
mended safety and design 
changes. Zingg stresses that 
“insurance can only constitute 
part of any solution". 

According to Schroeder. 
enviro nmental risk 2S SO broad 
and complex t hftt it is tending 


California at the 
green forefront 

By Louise Keboe 

T 


to encourage the growth of a 
more interdisciplinary 
approach to risk. “The fact 
that the Sandoz incident was 
an environmental catastrophe 
that stemmed from a tire 
mateas people think about the 
interrelationships. You can’t 
neatly separate off one risk 
from 


he state of California, 
long in the forefront of 
environmental regula- 
tion, has adopted sweeping 
new air quality control laws 
strictly limiting automobile 
emissions and phasing in a ban 
on many household aerosol 
products over the past two 
months. 

Hie state's new controls are 
d es igned to alleviate smog, a 
serious problem in Los Angeles 
and some other densely popu- 
lated regions of California 
where air pollution and 
weather patterns combine to 
drape a dank pall of dirty air 
over city streets. 

Far more radical than the 
pollution limits contained in 
the recently enacted Federal 
Clean Air Bill, the latest Calif- 
ornia regulations will require 
bu s in e sses and consumers to 
wwfcft si gnifican t and in some 
cases costly efforts to comply. 

The California laws are seen 
as trendsetters for the coun- 
try. Same 2 per cent of cars 
sold in the state in 1998, rising 
to 10 per cent in 2003, most be 
“zero emission vehicles” the 
state regulators have man- 
dated. This win require large- 
scale mass production of elec- 
tric care. It should also acceler- 
ate efforts to refine electric 
vehicle technology, California 
regulators suggest. 

The regulations also require 
car makers to begin selling 
“cleaner” vehicles from 3994 in 
Los Angeles and 1997 state- 
wide. By 2003 all cars sold in 
the state must Knit at least 70 
per cent fewer hydrocarbons 

and other smog-forming chemi- 
cals than 1993 models. 

Wide-scale use of alternative, 
cleaner-burning fuels will be ' 
needed to meet these stringent 
regulations. Already, several 
efforts are under way. Atlantic 
Richfield has, for example, 
introduced a new "cleaner” 
premium petrol for sale in 
Southern California. 

The new fuel, railed EC-Pre- 
mium, reduces emissions of 
carbon monoxide by 28 per 
cent while it emits 21 per cent 
less smog-forming hydrocar- 
bons and 36 per cent less evap- 
orative emissions than conven- 
tional unleaded petrol, Atlantic 
Richfield claims. 

This is, however, just the 
first step. The new regulations 
will require at least lm cars in 


the state to run on alternative 
fuels by the end of the century. 
Car makers will be required to 
phase in “flex-frier vehicles 
that run on either petrol or an 
“ultra-clean" fuel such as 
methanol starting in 1994. 

Methanol, a liquid fuel pro- 
duced primarily from natural 
gas. is seen as the most likely 
replacement fuel for cars. It 
produces about 50 per cent less 
smog-forming emissions than 
petrol. A big advantage of 
methanol over other alterna- 
tive fuels is that it can be pro- 
duced locally at natural gas 
wells and distributed via the 
existing infrastructure of pipe- 
lines and tanks. 

As petrol prices rise, in the 
wake of the Gulf crisis, metha- 
nol is becoming more price 
competitive with petrol, but it 
is still more expensive. The 
prospect of more expensive 
cars and fuel Is just one aspect 
erf the d il em ma facing Califor- 
nians as they set the pace in 
establishing environmentally 
sound laws and regulations. 

Producers and consumers of 
aerosol spray products that 
emit smog producing hydrocar- 
bons also face stringent new 
regulations to be phased in 
between 1993 and 1998. Prod- 
ucts ranging from hair spray to 
insect repellents, shaving 
cream and air fresheners, nail 
polish remover and oven clean- 
ers must all be reformulated to 
limit hydrocarbon emissions. 

The regulations will remove 
about 45 tonnes of hydrocar- 
bons dally from the atmo- 
sphere, an amount equivalent 
to the pollutants spewed by 
1.4m automobiles, the state’s 
Air Resources Board said. 

Of the products covered 
under the new regulations 
£“TO is the worst offender' 
Even pump spray versions do 
not comply with the standards 
set by regulators. Windshield 
washer flmds and air fresbe- 
“k*. air polluters. 
California s stand on the 
issue of air quality control is 

c^arn to have a nartonwnfe 

impact As the largest automo- 
bile market in the US Calif- 

StTOn? influence 
over both domestic and foreien 
car manufacturers!” As the 

S 2 StiS° P V l0US state in the 

country, u can also demand 

£ h ‘“ g '5j rom makers of hou» 
hold products. 
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poyre Warhol Is nhidinp 
for failing to acknowl- 
Mge his debt to Mondrian" 
g* The quality of the worts 
gwomes less important than 
me cleverness of the onlooker. 
S+ foe reference in 

» . Twin Peaks to 

Swset Charlotte? Or 
was tt Whatever Happened To 
Jorte? You can play a 
similar game with Your 
Wteatm’ Heart , though here, 
Wale the music is American, 
jhe "Trivial Pursuit" posers 
mod to be more European: you 
to know the sjgnifinmr» 
cf the Fourth International an ^ 

' w bo Kierkegaard was. 

The pleasures in The Green 
Man, BBCl’s 9-part adaptation 
of Kingsley Amis’s novella 
about a haunted restaurateur, 
Maurice, played by Albert Fin- 
ney, are different. Unfortu- 
nately the greatest of them all 

- Mi chael Hordern playing 
Maurice’s father. Cramps, «nd 
effortlessly stealing every 
scene that he was allowed near 

— was taken from os in Epi- 
sode 1 when Gram pa died. 
Moreover some aspects are not 
p ^ caa ant nt all* the opening 
sequence with the woman in 
the dark wood, snatched up by 
the Rackham-esque trees and 
split open by the branches, was 
sickening; and the "Look out, 
here’s a spooky bit!” mood 
music was counter-produo 
threly over-insistent But direc- 
tor Elijah Moshlnsky anti pro- 
ducer David Snodin have put 
the whole thing together like 
cabinet-makers working in 
mahogany: dovetailed joints, 
chamfered edges, and lasfitng s 
of French polish. Old fash- 
toned, perhaps, bat high qual- 
ity and utterly reliable. 

* 

Can anybody explain the point 
of the Selfndges commercial 
which asks “Where In the 
world can you buy fresh fruit 
with mixed nuts?" while show- 
ing you a picture of fresh fruit 
and mixed bolts? It has been 
running for months (possibly 
years) and my theory is that 
the people at the agency were 
never very clear about the dif- 
ference between a nut and a 
bolt, the people on the shoot 
did not know what the com- 
mentary was going to say, and 


The first programme in the 
Assignment series marks the 
achievement of one more stage 
in the BBC's Birtian revolu- 
tion. Under John Birt’s 
multi-million pound Five Year 
Flan there are provisions tor 
weekly programmes on social 
affairs, politics, and foreign 
affairs to form a quartet with 
The Money Programme. The 
first two have already been 
established CPubhc Eye and On 
The Record) so Assignment 
completes the list If the open- 
ing programme last Tuesday 
was a fair example then it may 
become compulsive viewing. 
Norman Stone reported from 
the Ukraine where, as he put 
it, the big question is whether 
the two parts of the country 
are going to “get together and 
bring down the Soviet empire”. 
Those who have been warning 
us that Birt and his henchmen 
are wrapping the clammy 
hands of conformity around 
the journalistic windpipe of the 
BBC must have watched this 
programme with some sur- 
prise: it looked more like one 
of those reports by James 
Cameron or Malcolm Mugger- 
Mge in the early 1960s than 
anything ever attempted by 
Birt’s fam ous offspring, Week- 
end World. We were left in no 
doubt whatever of Stone’s per- 
sonal views on what he saw - 
which, he told us, changed 
what he thought about the 
Ukraine. Most healthy. Most 
interesting. 

* 

1 prefer blue to red. 

I prefer the smell of frying 
bacon to the smell of boiling 
cauliflower. 

I prefer the feel of silk to the 
feel of hessian. 

1 prefer the taste of plain 
chocolate to milk. 

Nobody would dream of 
greeting such expressions of 
preference with accusations of 
“prejudice", yet if you move on 
to the fifth sense and state that 
you prefer male to female 
voices for news reading or for 
voice-over commentaries in 
■documentary programmes you 
are likely to meet with hysteri- 
cal accusations of “prejudice”. 
Occasionally a male voice 
proves intrusive (I have always 
fait it was a mistake to have 
Olivier read the commentary 
in the otherwise exemplary 
World At War series: his self- 
consciously "beautiful” and 
“sensitive” cadences drew 
attention to the commentary 
whereas, ideally, one should 
not be conscious of it at all). 
But generally I find male 
voices imperceptible. Far too 
often with female voices I find 
myself listening to the tone or 
the emphasis and realise I have 
been missing the content. It 


happened with last week’s Crit- 
ical Eye on Channel 4 which 
was about South Africa, and 
eventually I had to switch 
over. 

* 

No matter what you say, of 
course, such predilections 
bring screeches of fury from 
feminists - especially male 
feminists. They would rather 
have a poor programme, pro- 
vided It offers plenty of scope 
to women, than a better pro- 
gramme which happens to be 
dominated by men. My own 
feeling is that sex Is immate- 
rial provided the result is good: 
it should be possible to have 
sparkling round-table discus- 
sion programmes with all men. 
all women, all hermaphrodites, 
or any permutation. But the 
proof of the pudding is in t fr? 


Recently Peter Sissons said 
a f BBCl’s Question Time that 
there was a problem in finding 
first-division calibre women, 
but that it would be wrong to 
Invite second rate guests just 
because they were women. 
BSB promptly launched 
Answer Time, a precise replica 
of Question Time but with a 
woman in the chair (Ann Les- 
lie) three women cm the panel 
(Esther Rantzen, Joan Ruddock 
MP. and journalist Vicki 
Woods) and a “token male" 
(Michael Heseltine). And the 
result? Slow, lacklustre and 
not something I would want to 
watch again. A dispassionate 
sexless Martian would have 
Had to admit that much the 
most sparky, amusing and 
articulate panellist was the 
a tt rac tiv e politician with the 
long fair hair. That’s right, 
Mfahiwl HMriHiw. 

* 

Speaking of Question Time, 
have you noticed the way that 
Robin Day has started a trend? 
For donkey’s years discussion 
programmes began with a sim- 
ple statement from the chair- 
man giving the participants' 
names and functions. Then 
Day began to offer little teas- 
ing thumbnail sketches. As his 
years in the Question Time 
chair wore on, these became 
some of the best bits of the 
programme: sometimes add, 
usually funny, they were 
nearly always Informative, 
arising as they did from Day's 
close observation of politics 
across four decades. Now 
everybody is trying to do it 
Ann Leslie bad a rather embar- 
rassing go on Answer Time. 
Each week on Radio 4’s Any 
Questions Dimbleby Minimus 
lobs out what are presumably 
supposed to be squibs which, 
however, fizzle out like damp 
sparklers. And at Question 
Time Sissons gamely attempts 
to emulate his predecessor, but 
- even if he is In some 
respects a better journalist - 



Young Dancers in Paris 


PAINS, OPERA GARNI Eft 

Tte Ballet of the Paris Opera 
does not believe In allowing 
the grass to grow under the 
feet of its youngest dancers. 

Thus the decision 
of the Palais Garaier'a 
adminis trator, Jean-Albert 
Cartier, to devote three 
evenings last week to aspirant 
talents. The young (up to the 


duets or extracts from larger 
ballets, and the public - keen, 
partisan, and loyal - ffDs the 
theatre and picks fa v o u r i tes 
and keeps an eye on the future, 

About this Paris audience, 

1 record that the Opera was 
playing to full houses and that 
on Saturday the theatre was 
thrown open all day, without 
any charge, to the p ubl i c , who 
could see company dass, a 
demonstration by the Opera 
Ballet School, a film show, and 
the Jeunes Donseurs evening. 

Meantime at the Opdra 
Consique a visiting troupe was 
in at Hie 

ChdCdet Theatre the Frahkftnt 
Ballet was In the first week 
of a season on which I 
hope to comment later. 

Prices were nowhere 
exorbitant, enthusiasm was 
everywhere evident, and 
decent subventions mean that 
a regular and devoted 
following can sample the finest 
or the most recherchd dance 
at their wilL How very 
differ e n t from the home life 
of our own dear Opera House 
and capital city. 

The Jeunes Donseurs whom 
1 saw on Friday were eager 
to show-o££ to delight, to prove 
that the future was theirs. Not 


an wffl reach the heights - 
though some are already 
worthy of very serious 
attention - bat there was a 
sense of pride, of assurance 
and professional discipline 
which gave a gloss to 

everything on view. 

Bonrnonville extracts, 
presented with a lot of 
te chnical flair, did not really 
suit dancers who believe more 
in brio than dulcet charm. The 
frankness of Danish training 
is replaced by a sophistication 
which is at odds with an 
innocent Romanticism. 
Nonetheless, I admired the 
ardent, soaring Gil I soart as 
James in a fragment from La 
Sylpldde, and Nicolas Le Riche 

bounding joyfully through the 

Napoli sextet 
The choice of party-pieces 
was largely from the 19th 
century reperto ry, though 
there were two outbreaks of 
terminal angst (by OSCST AlUiZ 
to Mahler, by Peter van 
Dyk to Schubert) which were 


cast in semi-darkness, but at 
least in the Schubert - far 
too mflfb of the Unfinished 
Symphony - Nathalie Rlqnfr 
«mH stephane ERzabd were _ 
impeccably pure and sensitive, 
giving refreshin g cla rity to 
muddled choreography. 

It was, of course, the most 
experienced artists who shone 
brightest. Agnes Le Tteatu has 
lately won a prize at the Varna 
ballet competition, and she 
offered a beautifully rounded 
account of the Grand Pas 
Oasskpee (which she dances 
with much more refinement 


than Sylvie GiriUem awlnot 
a whit less bravura), paired 
with elegant assurance by Jose 
SSSVtall young danseur 
J^TShistlMlean technique. 

In the Esmeralda pas ae 
deux, merrily attributed l as 
“after Petipa", a miserable 

score by Drigoservttlas 

doormat to a collection or 
difficult steps. But the 
charming Delphine Moussrn 
and dashing UoneiDetenoe 
whisked through its fatuities 
with splendid ease, and 
deserved their ovation. 

Dancers of this cahbre 
blossom in the Opdra Ballet s 
ranks year after year. Each 
of the artiste on view 
disposed of a sure skill formed 
in the canons of the 

Franco-Italian style, with 

beaten steps, elegance 
of means, feet quick and 
bright, multitudinous 
pirouettes- . 

A film clip takex at the 
Opdra School, which featured 
In Makarova’s Ballerina series 
on BBC TV a few years ago, 

showed a former itode of the 
company urging her students 
to give their dancing "Plus 
de chic! Beaucoup plus de 
chic’” These Opera young may 
yet lack a sense of cantabue. 
that harmonious openness one 
finds with Russians of 
comparable age, but they have 
chic in plenty, and a 
technically superb basis for 
their career and their art. They 
deserve their evenings of gkuy, 
and wmite them very worth 
while. 

Clement Crisp 


Don Quichotte in San Francisco 


Sarah Berger and Albert Finney in the BBC's 3-part 
serial The Green Man'; * and Granada's 'Coastal*** 
brothers James Purefoy and Peter Howitt 


he lacks the instincts of the old 
ham which make Day such 
good value. 

* 

Whatever would Wt qgifBh film 
makers do without England’s 
seaside towns? From Brighton 
Rock and The Entertainer to 
Wish You Were Here and East 
Of Ipswich the lure of the 
sandy promenade and the fun- 
fair on the pier has proved irre- 
sistible. Now here comes a 
whole drama serial from ITV 
set in the same milieu: Coast- 
ing in which a couple of Cock- 
ney brothers on the run find 
themselves in Blackpool, help- 


ing with their cousin’s busi- 
ness - in the funfair , natu- 
rally. That there is something 
cf the flavour and atmosphere 
cf Budgie and Minder about 
this production, written by 
John Flanagan and Andrew 
McCulloch, is scarriy surpris- 
ing: It comes from Cinema Ver- 
ity, the independent company 
owned by Verity Lambert who 
brought Budgie and Minder 
(and much else besides) to the 
screen in her days at' London 
Weekend and Thames. 


Christopher Donkley 


DEC Symphony Orchestra 

^tOYAL FESTIVAL MALL 


Qonday's concert In the BBC 
iiymphony’s 60th anniversary season 
teas as well executed as it was 
aageniously plannedmn evening of 
tiobstantial rewards^md further 
Pvtdence that Andrew Davis's 
Principal Conductarship, now one 
ear In, is a solid success. Hie four 
big pieces here (of which the orchestra 
4ad given Roberto Gerhard's Concerto 
hor Orchestra its first performance 
tad the others their UK premieres) 
Employ radically different 
foand^palettes. To realise them so 
nftt fnlly in quick succession, and 
in tfioiT distinct dramatic designs, 

Was a feat of high professional 
%mpathy. 

> Gerhard’s Concerto, composed when 
kds health was already in collapse, 

<ls a kind of exploding kaleidoscope. 


lass concerned with any continuous 
argument than with flinging out 
brilliant musical shards (many 
in quite original hues) in a 
provocative sequence. Davis ensured 
that the sequence was dazxUng enough 
to sustain its twenty-five 
m i nu tes with defat Toward the end 
there always seems to be a 
profusion of brief climaxes at a 
too-stmllar height; whether a more 
telling profile can be found in the 
music - as It certainly can in 
Gerhard’s still later ensemble-pieces 
Libra and Leo - remains an open 
question. 

Sung with penetrating conviction 
by the baritone David WUson-Johnsou, 
Lutoslawsld’s Les Espaces du 
sommeU was a seamless vision. Like 
most of the best Lutoslawski, it 


achieves opulent sonorities (here, 
soft and whispery) and an unwinking 
depth of expression by the most 
economical means. Davis made the 
orchestral micro-subtleties glow, and 
fixed the larger form of tills 
dreamscape simply lucidly; a 
lovely performance. 

Bartok’s Piano Concer to no. 8 
was less lucky in its soloist 
Stephen Hough, though he and Davis 
managed a bracing finale. In the 
opening Allegretto the piano-line 
was by «nmn rhythmic 
vaguenesses (most uncharacteristic 
for Boughltin the Andante reUgloso, 

the chorale-portions and the 
“night-music" alike were merely 
forthright, without the chiaroscuro 
needed to invest it all with 
tzemolous life. The orchestra 


accompanied loyally - but tins 
concerto, written far the composer’s 
wife, presupposes a thoroughly 
sensitive pianist 
Boldly and rightly, Messiae n’ s Et 


given the second half of the concert 
to itself. It is among his starkest 
most stogie-minded exercises in 
hieratic chant, for wind-band and 
percussion with and without gongs, 
tam-tams and dense block-harmonies. 

At the very least It is remarkable 
music-theatre; and though Messiaen 
designed it for the very different 
space of the SaintoUhapeDe, Davis 
and his players made a weighty, finely 
sculpted effect with It in the Festival 
n«n: 

David Murray I 


This year’s season at the War 
Memorial Opera House is now 
at its mid point. The pro- 
gramme is by and large an 
interesting one with a number 
of operas from the fringes of 
the repertory and during Octo- 
ber the company arrived at two 
operas which coincidentally 
had tflso attracted the atten- 
tion of the Royal Opera this 
yean Massenet's Don Quichotte 
and Strauss's Capricdo. 

As far as the Massenet is 
concerned, this was San Fran- 
cisco’s gain. While the Royal 
Opera cancelled its production 
at the last moment, the Ameri- 
can company furnished itself 
with what appeared to be a 
substantial success, frilly sold 
out by the end of its run. 

Massenet wrote Don Qui- 
chotte for the tiny opera boose 
at Monte Carlo and conscien- 
tiously tailored the opera to its 
intended venue. The cast num- 
bers only three principals; the 
scale is intimate, its dramatic 
scope purposely limit ed. Some 
years ago. before the Massenet 
revival of the 1970s was folly 
under way, I recall reading 
through the score and thinking 
how empty it seems to be of 
musical worth; but that was to 
underestimate the skill of a 
master opera composer, who 
knew exactly when and where 
to place each scrap of Inspira- 
tion. 

On stage the piece has every- 
thing it needs to work. With 
but a few strokes of the pen 
Massenet created a Don Qui- 
chotte to that most other com- 
posers could strive twice as 
hard to achieve and tfill not 
equal: a sympathetic figure, 
the body outwardly frafl, the 
heart fan of noble ideals, much 
like music It Is not 
an easy rote to play, as too 
forceful a personality could 
easily crush its delicate frame. 

San Francisco chose Samuel 
Ramey and, in most respects, 
chose wefl. In physique Ramey 
is perhaps too slight and 
youthful, where the part 
itomimh a grand old cart-horse 
of a man, his joints grown 


arthritic with age; but he deliv- 
ered his music with a simple 
dignity. The last solo, when 
Don Quichotte sings of his 
island of dreams, was under- 
stated in just the right way, 
subtly coloured, very moving. 

With Michel Tremponet as 
the genial, roly-poly Sancho 
Panga Katherine Ctesinski 
a Dulcinde with plenty cf 
earthy Spanish grit, Ramey 
had been given a most effective 
s u pport in g cast Johns Rudd’s 
credentials as a Massenet con- 
ductor are wefl known, to this 
country mainly from his 
recordings, and so the musical 
side of the performance was 
ana high level throughout. 

For obvious reasons Don 
Quichotte is now an opera that 
is often revived. Instead of 
going to the expense ctf a new 
production, the company (hose 
the thrifty path of dusting 
down tiie sets from the 1974 
production in Chicago and 
bringing in Charles Roubaud 
to rehearse the conventional 
staging, largely bereft of stri- 
king visual images or original 
thinking. 

Nevertheless the magic of 
the opera cast its spell, a quiet 
success that cannot have been 
guaranteed in this huge thea- 
tre far a work which keeps its 
marvels so close to its heart. 
Don Quichotte deserves to be 
seen in Britain - if not at Co v- 
ent Garden, then why not at 
Glyndeboume, where its tales 
Of Chivalry told in miniatu re 
would be at home? 

*■ 

The staging of Capricdo was 
the first San Francisco since 
Elisabeth Schwarzkopf sang in 
the opera in 1963. This new 
production Is shared with the 
Royal Opera and will arrive in 
London for performances in 
January. But be warned that it 
Is not as new as it might seem, 
as the producer, John Cox, has 
distilled in it the best of his 
work from three previous 
Capricdo productions. 

The rich baroque setting 
comes from Brussels; the 
period (1920s, elegant but infor- 


mal) has been essentially the 
same in all three. When so 
much has been written about 
Cox's hamfltep of the opera at 
its recent revivals at Glynde- 
bonrne, there is little need to 
say more, except bow fresh it 
«Hh seems. In an opera that is 
all about the balance of oppos- 
ing forces - of words and 
m neif. of humour and senti- 
ment, of social values - Cox 
ba« kept the equilibrium deli- 
cately poised. 

fri theory Capricdo is no bet- 
ter suited to a 3.000-seat bouse 
than was the Massenet. Bat 
Stephen Barlow, making his 
operatic debut in the US, 
secured a very successful bal- 
ance, in this case between 
stage and pit 

The raison d’etre for the pro- 
duction was a chance to have 
Kiri Te Kanawa singing her 
first Countess. A natural 
Straussian soprano, she looked 
and generally sounded as rav- 
ishing as ever, making her 
final entrance through the 
moonlight wearing a dazzling 
new Gianni Versace dress. Not 
an eloquent Countess, though, 
so older opera goers here and 
those with the records might 
still prefer SchwarzkopTs prob- 
ing grip mi the text. 

Among the other roles Keith 
Olsen revealed an attractive, 
youthful tenor as Flam and and 
William Shlmell was a debo- 
nair Ottvfer, There was a rich- 
ly-sung, charismatic Clalron 
from Hanna Schwarz and Vic- 
tor Braun, not often seen in 
Britain these days, made an 
engaging and alert La Roche. 
Two delightful cameos came 
from Reri Grist as the Italian 
soprano and Michel Sdngchal 
as Monsieur Taupe. 

Not many of this cast will be 
travelling with the production 
to London. But at least the 
Royal Opera knows that it will 
be getting a well-tried frame 
for its own singers, when this 
Capricdo is unpacked next 
year. 

Richard Fainnan 
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THEATRE: OPERA and 
BALLET 

London 

Aspects at Love (Prtoce of 
Wales). Andrew Lloyd Webber's 
latest is an in tim ate chamber 
operetta derived from David Gar- 
nett’s 1SS5 novella. Musically 
interesting and well directed 
by Trevor Nunn. A probable, 
but unspectacular, hit (839 5972). 
anger (Barbican). Anthony Sber 
in Peter Flannery’s modem Jaco- 
bean tragedy that reflects a 
darkly comic view at Britain 
since the second world war. In 
rep; check press fin perfor- 
mances (638 8890- 
In to the Woods (Phoenix). Hie 
musical by Stephen Sondheim 
with Julia McKenade (071 867 
1044). 

Kean (Old Vic). Derek Jacobi 
is superb in Jean Paul Sartre’s 
play, directed by Sam Mendea 
(071928 7616). 

Private Lives (Aldwyeh). Joan 
finiihw and Kpi th Baxter star 
to Noel Coward’s play (071 836 
6404). 

Absurd Person Stngoiar (White- 
hall). Revival of early Ayckbourn 
comedy, directed by the master 
himself, about three couples at 
Christinas to three kitchens over 
three years. Moira Redmond. 
Richard Kane and Lavinia Ber- 
tram on fine form in a produc- 
tion which confirms Ayckbourn’s 
early bleakness (071 867 1119). 
Extended until January 
Wan of the Moment (Globe) Nigel 
Planer and Gareth Hunt to 
another Alan Ayckbourn play, 
this thne about media manipula- 
tion (437 3667). 

Royal Opera. Covent Garden: 
Verdi’s Attila receives a first-rate 


new production at Oovent Gar- 
den. Edward Downes conducts 
superbly, the production by EH- 
jah Mrehtngky is bold and stri- 
king, and Ruggero Raimondi 
(later Barseg Tumsnyan), Jose- 
phine Barstow, Dennis O'NieflZ 
(later Giollano Ciannella), and 
Giorgio Zancanaro sing with 
fiery eloquence: strongly recom- 
mended. 

English National Opera, Coli- 
seum: Revival of the award-win- 
ning 1986 production by DaV < 
Pountney of Busoni's DrFa-Jt, 
conducted by Antony Beaumont, 
with Alan Opie, Graham Clark, 
and Helen Field in leading rales. 
More performances of The Magic 
Flute to Nicholas Hytner's fresh 
and uncluttered pnwuctioiL 

New York 

Falsettfdaml (Lucille LarteO. 

It will be known as the musical 
about A Ida first hitting New 
York but it goes much farther 
t.ha.q that, showing the effect 
cm a larger circle of people, who 
faring a boy having a Bar Mifcz- 
vah and his parents, all three 
of them (924 8782). 

Grand Hotel (Martin BeckX 
T nmmy Tune, Broadway's pres- 
ent musical doctor, directs this 
remake of the Garbo film to 
shake the bones of this Inert 
depiction of lives criss-crossing 
In an elegant, but somewhat ran- 
dom setting (246 01(G). 

Cats (Winter Garden). Still a sell- 
out, Trevor Nunn's production 
of T.S. Eliot's children’s poetry 
set to music I* visually startling 
and choreographically feline (239 
6262). 

Les Miserable*: (Broadway). The 
magnificent spectacle of Victor 
Hugo’s majestic sweep of history 
and pathos brings to Broadway 


lessons in pageantry and drama 
(239 6200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria Bjoroson’s 
gilded sets. Phantom rocks with 

Andrew Lloyd Webber's haunt- 
ing melodies to this transfer 
from London (239 6200). 

Gypsy (St James). This 80 th anni- 
versary production ia a reminder 
of the heyday of the American 
musical with memorable tune 
after memorable time., as well 
as a forceful plot about the ambi- 
tious stage mother who encour- 
ages her daughter even Into bur- 
lesque (2 46 0102). 

Metropolitan Opera. James Lev. 
toe conducts the season premiere 
of Arvin Brown's production 
of Porgy and Bess with PriadHa 
BaakerviDe, Marvis Martin and 
Terry Cook. James Levine also 

conducts Piero Ffeggkmi'a pro- 
duction of Oh Balia in Maschera 
with Aprile Mfllo, Laden Pava- 
rotti and Juan Poos. Boris Godu- 
nov, conducted by Yevgeny Svefc- 
lanov, features S tetania 
Toezyska, Gary Lakes mm John 
Shiriey-Quirk to August Evard- 
tog’s production. Guido AJmone- 
Marsan conducts Rigoletto with 
Jerry Hadley to Otto Schenk's 
production <3© 6000). 

New York City Opera. John Leh- 
raayer's production of Martha, 

conducted by Arthur Fagen, fea- 
tures Sheryl Woods as Lady Har- 
ifet Durham, Martin Thompson 
as Lionel and Dean Peterson as 
Plunkett The week also includes 
Scott Ellis's production of Sond- 
bdm's A Little Night Music. La 
Boheme and La FanduSa del 
West. New York State Theater, 

Lincoln Center (870 5570). 

Chicago 

The Iceman Cometh (Goodman). 


The Goodman opens its new sea- 
son with a revival of vintage 
O'Neill starring film actor Brian 
Dennehy. finds Nov 4 (448 8800). 
Lyric Opera. Frank Galail directs 
a new production of Argeato’a 
The Voyage of Edgar Auan Poe, 
with libretto by Charles Nolle. 
Christopher Keene conducts Don- 
ald Kaasch as Poe, Winifred Falx 
Brown as iris wife and Richard 
Stilwell as Poe’s nemesis Gris- 
wold. Harold Prince’s production 
of The Girl af the Golden West 
co ntinues , cond u cted by Bruno 
Bartoletti, with Marilyn Tfchan 
as Mhmte and PlacidO DomfUgO 
as Dick Johnson. Civic Opoa 
House (332 2244). 

Tokyo 

gflKnlrf- Pu r fm -mflnens at Kahn, 
ki-za centre around, a name-tak- 
ing ceremony for the actor Sen- 
jaku. who follows to his father's 
f ootsteps to become Gaqjiro Ifl. 
Both performances (Item, 

■L30pm) are mixed programmes, 
combining drama, spectacle. 

Bang and dance. Earphone guide 
in English and Engiish-languagB 

programme. Opens Tlsffislay. 

(541 3131). 

Tokyo Inferaattonal Theatre 
Festival: Features groups from 
South Korea, the Netherlands, 
India, Malaysia, France and Italy, 
as well as Japan. Most perfor- 
mances are at the new Tokyo 
Art Theatre, an impressive con- 
cert hall -theatre-gallery complex 
in Xkehukuro. (590 1091). 

Bejart Ballet Lausanne. Ring 
Um Den Ring. New ballet/apecta- 
de by Maurice Bejart, based on 
Wagner. Tokyo Bunk s Kaflcan 
(Mon-Thur) (725 8638). 

Deutsche S te at so per, Berito- 
Tristan tend Isolde. NHKHaU 
(Thur) (235 1661). 


Stand Up America! 

QUBHNS THBATRB 


Yon need a sense of humour to 
take a flier on Stand Up Amer- 
ica!, a six week season at the 
Queens with a weekly change 
of the best stand up comics 
from across the water. Unfortu- 
nately Sean Keane lost his cm 
Monday night, which was a 
pity since he was one of the 
three comedians billed for 
Week Two of this magnifi- 
cently doomed e n t erpri se. 

After less than ten minutes 
af hilariously filthy one lions, 
he stalked off defiantly. "My 
name is Sean Keane. Fm a 
comedian. X quit” Yon could 
hardly blame him. The Queens 
might be a great place for 
drawing room comedy but 
what these performers need is 
the upstairs bar of a pub and a 
legless audience. Jokes like 
'‘“My girl friend died last week. 
Only now can I laugh about It” 
and "1 found a baby on my 
door step this morning, ft was 
still there when 2 got home this 
evening”, fell flat, but not so 
fiat as when he talked dirty. 

Keane’s premature walk out 
was a double misfortune. It 
brought back from the bar the 
domestic comic, for this week 
one Micky Hutton who makes 
little attempt to disguise the 
fact that he is a Geordie. He is 
like a particularly large shaggy 
T tt t T im upr that Hrfm yon all over 
In his search for a pat He 
deserves a punch. 

With the evening threaten- 
ing to fall apart on comes 
Larry Amaros, who In a pre- 


dictably American way is quite 
b ril liant. He plays that tedious 
old geography quiz - “Anyone 
here from New York? New 
Brunswick? Newton Abbott?" 
sort of thing, but once he had 
isolated his feeds in the audi- 
ence, an out of work actress 
from New York, a newly mar- 
ried couple from LA, and 
Astnd from Holland, he ™«icod 
them outrageously. We discov- 
ered more about the mental 
health of actresses, the sex life 
of young Californians, and a 
Utocb girl’s relationship with 
her grandmother, than is suit- 
able for mixed co mpan y 

Axnoros is fat, Jewish and 
Sflgmiy camp and makes Dame 
Sana’s Storage's exploitation 
or an audience look like a soft 
He chooses refreshingly 
taboo subjects to attack, like 
old age, as well as easy ones, 
like analysts. “I went to ther- 
apy to find out who I am. 
T^rns out rm Debbie Reyn- 
™S“’ In an eye dropping 
asfcte," I cant believe I stent 
with Eddie Fishe?\ 

#w T SiS C M d devoted 

li-tZ to Mendoza, who was 

SSSw rw* - year voted 

“Funniest Comic in America” 
ifewas certainly relaxed and 
went down smoothly (the audi- 
rara had, during the interval, 
S?," 8 ® 0 ** least oirefeS 
J° T kea about traffic 
F^bkmin London are a bit 

Antony Thorncroft 
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IT HAS become axioma tic that 
the 1980s was a lost decade In 
Latin America as the region 
struggled to adjust to the bur- 
den of debt Yet it is increas- 
ingly apparent that negative 
growth rates and declining 
incomes in the majority of the 
countries of the region were 
only part of the picture. 

The past decade was also a 
period of challenge and prag- 
matic response in which gov- 
ernments moved with ever 
growing consensus to imple- 
ment a Series Of f ntMlBiripnfefi 
reforms. The emphasis has 
shifted radically away from 
outmoded models of import 
substitution towards competi- 
tiveness in world markets and 
expart-led growth. Deregula- 
tion and privatisation have 
become common currency, 
while the dominant role of the 
state is being cut back amid a 
generalised acceptance of the 
need to promote the private 
sector in market-orientated 
economies. 

The significance of this 
“quiet revolution” is high- 
lighted m the annual report on 
Social and Economic Progress 
in Latin America of the Inter- 
American Development Bank. 
It forms the basis of a rela- 
tively optimistic forecast for 
the region’s prospects during 
the 1990s. Indeed, for first time 
since the onset of the debt cri- 
sis in 1S83-83 the IADB has bro- 
ken with its gloomy prognosti- 
cations. 

Serious judgment 

The IADB is the multilateral 
institution most directly 
involved with Latin America 
and therefore its belief that the 
region “can look forward to 
improved prospects and a 
resumption of growth” 
deserves to be taken seriously. 

It should also offer welcome 
encouragement to Latin Ameri- 
can governments to persevere 
in their structural reforms, 
which are far from complete. 
At the same time the IADB’s 
view should alert international 
attention to the opportunities 
erf doing b usiness in a resource- 
rich region whose promise has 
been disappointingly unfulfil- 
led. 

The report makes no refer- 
ence to the impact of higher oil 
prices which is likely to be 
uneven. But this does not 
invalidate its conclusions or- 
the lessons it offers on the pd- 


Managing the 


recession 


ANY doubt that British 
industry was heading for a 
painful recession should have 
been dispelled by the Confeder- 
ation of British Industry’s 
quarterly industrial survey, 
published yesterday, which 
recorded the sharpest fell in 
business confidence since the 
dark days of October 1980. 

It Is scant consolation that 
the situation is not yet as bad 
as it was in the recession of a 
decade ago. But comparisons 
with the scale of the recession 
at that time are not necessarily 
the best measure of the seri- 
ousness of the position. 

Comparisons with the past 
are less important than the 
impact which this recession 
will have on British industry’s 
future performance. Managers 
will be coping with the effects 
of the recession well after the 
economists pronounce it dead 
and buried. 

Although the last recession 
was over by 1982 its effects 
stayed with many manufactur- 
ing companies until 1986 or 
1987. It was only in the latter 
half of the decade that some 
companies were able to look 
beyond the need to survive and 
start addressing their 
long-term strategies for the 
fixture. Even at targe compa- 
nies such as Imperial Chemical 
Industries the scars left on the 
management are only just 
below the surface. 

Industry could be dealing 
with the aftermath of this 
recession well into the middle 
of the decade. It is all too con- 
ceivable that in five years a 
range of British companies will 
find themselves with outmoded 
product ranges, unable to 
match the speed of product 
development erf their competi- 
tors. 

Real test ahead 

How Ear companies will be 
set back will in part depend on 
a second factor which distin- 
guishes the current recession 
from the events of a decade 
ago. 

In the 1980s industry has 
undergone a number of 
fihflity a twtgwded tn make com- 
panies more robust. At root afl 
these changes revolve around 
more determined, entrepre- 
neurial. professio n al manage- 
ment. It was easy to claim that 
industry bad been transformed 
while it was being carried 
pTnng the strong growth of 


the mid-1980s. The next year 
will be the real test of how 
fundamental a change has 
taken place. 

This time managers will 
have not have the excuses they 
had a decade ago: that trade 
union power had forced 
endemic overmanning; that 
their companies lacked clear 
focus and that their manage- 
ment was too passive. 

If the reforms of the past 
decade have achieved anything 
they should have put managers 
in the driving aeat. One 
encouraging sign from the CBI 
yesterday was that investment 
in training and innovation, 
which were both h a mme red in 
the early 1980s, is holding up 
relatively wefl. 

Wage bargaining 

These longer-run concerns 
about the Impact of the current 
recession should Inform 
today's discussion between the 
government, the Trade Union 
Congress «nd the CBI at the 
National Economic Develop- 
ment Council, as much as the 
shorter-run questions about 
developments in wage bargain- 
ing over the next few months. 

A retu r n to even partial cor- 
poratism, with centralised 
national pay norms, would be 
wholly impracticable and unde- 
sirable. However the three par- 
ties to the meeting should send 
out a clear, agreed message 
about the importance of 
responsible pay bargaining in 
the months ahead. Wage bar- 
gainers should focus on the 
prospective inflation rate 
rather than compensating for 
past movements in the RPL 
They should concentrate on 
competitiveness in the year 
ahead rather than past profits. 

Bat more substantial agree- 
ment is possible and highly 
desirable in longer-term issues 
such as training. The partici- 
pants should issue a joint com- 
mitment that they will do 
everything possible to main- 
tain investment In trainin g to 
ensure future competitiveness 
is damaged as little as possible 
by the recession ahead. 

Employers cannot expect 
workers to take a long-term 
view of a company’s prospects 
rmkmg management takes the 
lead. This recession win be the 
dearest test yet of how Ear the 
quality <rf British management 
ban improved in the 3980s. 
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Latin America’s 
quiet revolution 


T wenty-right months into the 
great effort of simplifying the 
City of London’s rules and 
regulations, two things have 
happened First, the job is taking lon- 
ger than expected and the financial 
services industry’s new rale books are 
still some way from completion. Sec- 
ond the process - prompted by com- 
plaints about the original rules - is 
now itself being criticised 
*1 am afraid we will end up with 
something just as complicated as 
before,” says one lawyer involved 
“and if we do. quite frankly we would 
have been better never to have 
started it” 

Starting it was the first act of Mr 
David Walker, chairman of the Securi- 
ties and Investments Board (Sib) 
when he took over in June 1988. 
Though the Bank of England retains 
control over the banks, Sib is the 
overall supervisor of much of the 
City, It sits atop five self-regulati n g 
agencies (SROs, in tbe unlovely 
new jargon) which are run by practi- 
tioners in tbe markets they supervise. 

When Mr Walker arrived, he found 
himself custodian of Sib’s first 
attempt at a rule book, which had 
become mired in legalisms. Trapped 
by the legal requirement that their 
rule books be “equivalent” to Sib’s, 
the SROs too had opted for obscuran- 
tism and complexity. 

Just as important, “Sib was 
obsessed with the relationship 
between stockbrokers and private cli- 
ents, and that has driven everything,” 
says one man Involved in trying to 
make the rules work. Last-minute 
contortions were required to accom- 
modate the quite different demands erf 
the City’s core business: transactions 
between professional, equally well-in- 
formed buyers and sellers. 

The City complained so vocifer- 
ously that Sib’S founding chairman, 
Sir Kenneth Ben-ill, was not reap- 
pointed. He was replaced by Mr 
Walker, from the Bank of Tftngfand. 
who immediately arnimrrwwi his pro- 
gramme of simplification, now known 
as the “new settlement”. 

The task is still not complete. Ear- 
lier this month, for example, The 
Securities Association (TSA), the SRO 
which regulates London’s stock 
exchange and Eurobond market, pub- 
lished new draft rules. They will take 
effect In 1991, nearly three years after 
the process started. Some regulators’ 
new rule books are nothing like so far 
advanced. 

In the meantime, the (Sty has had 
to come to trams with the system as it 
is. 

All too often, by ignoring it One 
SRO’8 inspectors report visiting small 
firms that have not even bothered to 
take tbe rule book out of its shrink. 
wrapping. A City lawyer says: “One 

At one big City law firm, 
the group that deals with 
regulation has grown 
from two lawyers to 26 
in the past five years 


icy reforms of the 1960s. They 
have been carried out by gov- 
ernments either reverting to 
civilian control after extensive 
periods of military rule or by 
governments conscious of a 
continent-wide sentiment in 
favour of more genuine demo- 
cratic institutions. In both 
instances the reform process 
depends on the credibility of 
these governments. In impor- 
tant «»»» like Argentina, Bra- 
zil and Peru such credibility 
hinges on stabilising a hyper- 
inflationary process. 

Integrated approach 

The reform process cannot 
be partial. It requires an inte- 
grated approach which tackles 

the restructuring of the exter- ; 

nal sector, the public sector 
and. the financial markets. In 
general, trade and fiscal 
reforms have come first Thus 
in the coining decade govern- 
ments will have to concentrate 
on specific reforms in sectors 
such as agriculture, education 
and training, energy, health 
and transport 

The ability to find funds to 
boost investment in these sec- 
tors continues to raises serious 
questions. The huge debt over- 
hang is more manageable than 
it was; but it still casts a long 
shadow. It would be unrealistic 
to expect the need for new 
fimds to be met primarily from 
increased foreign direct invest- 
ment the return of flight capi- 
tal, debt reduction and 
steppedup bilateral and multi- 
lateral lending. The last two 
sources, in particular, will be 
predicated on the degree of 
commitment to continuing 
reform. Instead, funds will 
have to come from increased 
domestic savings. 

This is not an impossible 
task, provided that govern- 
ments persist with implement- 
ing fairer and more effioent 
policies which tackle in 
earnest the huge disparities in 
income, while also laying down 
unambiguous guidelines for 
the operation of private enter- 
prise. This is espkaally impor- 
tant in the case of Argentina 
and Brazil which, along with 
Mexico, are the region's major 
economic players. Mexico is 
already putting its house in 
order. But only if these other 
two motors of Latin American 
development succeed in doing 
the - same- w ill - th e- re gi on- 
recover its confidence. 


continually finds cases where clients 
do not understand the rules. There is 
a great deal of non-compliance as a 
result.” A compliance officer in a 
large investment bank does not share 
that pessimism, but says: “A lot of 
-people don’t have^a great deal of 
respect for the regulatory system. 
And a lot of people an the regulatory 
side have never ran or regulated a 
whelk staff.” 

Coming to trams with the rales has 
been an expensive process. Initially, 
firms had to invest In computer 
systems for monitoring and controL 
Since then they have had to pay for 
compliance officers and legal advice. 

At one big City law firm, the group 
that deals with regulation has grown 
from two lawyers to 28 in the past five 
years. Clients' fees mount up: well 
into six figures a year fixamg firm 


Peter Martin assesses the UK Securities and 
Investments Board’s progress in devising an 
effective code of practice for the City 

Tell Sib, writing a 
rule book is tough 


- • -• ’ ; '*§$ 

tatra of a proliferation of SRO* • — 
The current syste m ha a_ah»^|- 
evolved, however, P***f*. mW *m 

of buranttw" regulation- 
which cover tbe 
dealing - has 

among the SROs, a mnratmS&fe 
approach has already 
Smother side erf ttfeMriMj 

a regulator's job - fcropNf 
whether the business is 


that uses outside lawyers rather than 
in-house ones. 

Cost is not the only factor, there is 
also inconvenience. For example, the 
“add-calling” rules, devised to protect 
innocent householders from being ter- 
rorised by late-night insurance sales- 
men, have caused problems for man- 
agements drumming up support from 
Institutional investors in takeover 
bids. 

And there is a worry that London’s 
new regulatory regime may scare 
business elsewhere. One small exam- 
ple: the original rules require very 
ftotaiiwH c ustomer agreements, partic- 
ularly for individual investors. But a 
merchant bank reports that even its 
pared down four-page letter for profes- 
sional investors caused problems 
recently with a Spanish institution, 
which pointed out that getting a law- 
yer to read the agreement before sig- 
nature had cost £1,000. “Under those 
circumstances,” said the merchant 
banker, “Switzerland starts to look 
more attractive as a place to find a 
fund manager.” 

Regulators accept some of these 
criticisms. They are also concerned 
that the legalistic approach of the old 
rule books gives lots of scope for 
exploiting loopholes. “Much of the 
thrust of the new settlement has been 
to avoid people loophole-hunting and 
trying to shelter behind technicalities 
in the rule book,” says Mr John 
Young, chief executive of TSA. 

“There were far too many rules,” 
says Sib’s Mr Walker, “and they were 
not in my opinion delivering the 
amount of investor protection we 
want A complex business does not 
require very complex regulation. It 
may require very simple rules, such 
as *the client always comes first’.” 

Sib has tried to meet the twin aims 
of simplicity and consistency by pro- 
mulgating 10 principles (sample: “A 
firm should observe high standards of 
integrity and fair dealing”) and 40 
"core” rules. Both are written in 
dear, straightforward Rn gHuh 

So far, so good. But the key to the 
way the system will work in practice 
will lie in the SROs 1 more detailed 
“third-tier" rules, which will flesh out 
the skeleton laid down by Sib. And 
this is where critics fear the simplic- 
ity of Sib's rules may prove illusory: 

• Same SROs may end up writing 
very complicated third-tier rules, 
adding baric the -complexity removed 
at the top levels. TSA’s draft rales, 
the only set publicly available, are 
short and - mostly — simple. The 
new draft rules from Imro (regulator 
of fund Tnanagpirignt houses) are 

than before. 

Mr Walker says he would be 
unhappy if two regulators dealing 
with broadly similar institutions had 
markedly different approaches to the 
question of simplicity. He has some 
weight to throw around: the old 
“equivalence" clause has been 
replaced by a new test, under which 
Sib must judge the “adequa c y” of the 
SROs’ rale books, ft remains to be 
seen, however, just how simple some 
of the rale books tom out to be. 

• Even if the third-tier rules turn out 
to be simple, the task of interpreting 



capitalised fat the iltita; 

more than 100 to the Coy, 

Quietly, pruden t ia l -wmarVttBfltt-dpg:-. 
conglomerates has been taken . 
a new nan-statutory body* 
of supervisors, la pda&tta,i*ncy to* ? 
glomerate lias its awn cringe cea-j* 
bluing Just those regdlatora 
supervise It; and each baa .•oytfff*' 
lead regulator depending on wfiK 
its most important activity. . • ^ - 

Jto practice, however, there tea stear - 
ate college that meets every stora Ntar& 
nr so. turning tta attention to a dnBgy^- 
wit category of institution each tiraLS. 
but discussing also a short 
problem institutions carried from r V 
meeting to the next. The flank et%" - 
ww ffWf chairs the cofiega when ever^ : 
there is a bank among the activftSea eftf • 
a conglomerate; that gives the BanTV ' 
the in meet cases. ... . • 

-The college has already 
action several times, iMiudiDgtokSrarv : 
steps to contain the collapse afBritMfcvi_: 
& Commonwealth (a. mixed mooMfr 
depositors In B&C*s merchant hank - 
are still waiting far access to thafc-^ 
money). ‘ . •)*$'• 

The college is an I m po r t an t, halfin-, 
visible, element of the new regulatory. /: ; 
pattern. It is also a precursor of fiat ». 
future. The growing rote of European v 
Community directives will gratfOaBy^;, _ 
after UK financial regulation , in wefts, 
direction of the continental approach.' :Xl ' . 
London has established, in the SROs,^ 
a dutch of specialist “functional” reg- 
ulators. On the continent, the prefect / 
enice Is for an “instltimonal"-^/ . 
approach to regulation, in which*?;:' 
there is a tingle supervisor for tha-f 
whole erf a ffaarafaJ services oofjgtotte ?- 

erata. ' ‘ 

Mr Brian Quinn, the executive.? . 
d ir ector in charge nr supervision for 
the Bank of England, argue* that^: 
while functional regulation a beet forgr 
condnct of business mutters, there is , 
some th ing to be stiff Jot an instate 
tional style of prudential supervision. / 
ffi the UK, he said In a recent^ 




and applying them may not be. The 
TSA has accompanied its rale book 
with a (weightier) volume of notes 
and appendices. There will also be a 
slow accretion of precedent as TSA 
offers guidance to houses seeking 
advice. Ominously, one midrievel TSA. 
staffmranber says he expects to rely 
heavily on his copy erf the old rule 
book to explain the rules in the new 
one. 

• Individual SROs may not get the 
exemptions (or “derogations”) from 
the core rules that they are seeking. 
Mr Walker wants to keep derogations 
to a minimum If an SRO persuades 
Sib that there is a case fix: a general 
derogation, he says, it will modify the 
core rule Instead. “Beyond that, dero- 
gations should be allowed only on 
very narrow issues,” he says. 

• Tbe overlap between regulators 
may make for confusion and compU- 


cation. “Sib Is very sensi tiv e to accu- 
sations of being *nannylah’, 
regulatees what is good far them,” 
says one critic. "As a result It is try- 
ing to adopt tire Duke of flaza Toro 
approach of leading from behind. This 
leads to conrasteney problems.” 

Still, the emerging Systran is more 
promising than the criticisms Imply. 
Above au, it will resolve many practi- 
cal problems in dealings with well-in- 
formed clients. As (me example, the 
need for customer letters, which has 

caused so much iD^teUng, wffilargtiy 

be abolished for professional clients. 

The problems that remain are ernes 
that Mr Walker can do tittle about 
the inherent difficulties of regulating 
a complex and fast-changing business; 
the need for detailed step-by-step pro- 
tection for the millions of not terrihly 
well-informed clients of the retail 
financial services business; the inherit 


part of the way towards this, -but*?-' : 
“there may very "-well' 'be' scope fot^ ' 
rimpBflcatian and for a dear aBoca-;5 
tiem af responsibility tea supervisor? 
of the group as a whole." Though Mr$ 

‘ Quinn does hot way so, It fa:!* --, 
tard to see how that tingle supervisors ' 
could be any otifarinstitntionlnit Msfer 
' own. ' : 

This sort of argument : te in stsni r 
with the two Brands directives that'-:-. . 
liberalise cross-border financial seiSV'-'--] 
vices in part of the 1993 process, and' j 
the move towards a E uro p e an System 
of Central Banks as part of economic •- v 
and monetary tmion. Taiaan together, 
they are fifedy to give .tits Bank of 
Engand a more central role in super- 
vising - at least from a pru denti al 
point at view — thorn-financial insti- 
tutions tint inc lu de a hank. 

Mr Walker, stiR a member of the 
Bank’s Court, £s happy with this 
trend. He is confident tost, in other 
respects, the i m p lemen tation erf the 
Brussels directives am be accommo- 
dated within the neweettiement, and . 
that from 1991 onwards, the City can 
look forward to a camprriwnsive, sta- 
ble regulatory regime. 

The worriers do not agree: they fear i - 
that the new settlement, still tocom- . 
pkfte,wffliteetf be replaced by a Euro- 
pean-flavoured substitute in a few 
years' time. " • “ •. \ 

That question is for the future; in 
the meantime, the task of revising .Urn 
rule books c ontin u es. *•' .=■ 
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Brazil under 
the blanket 

■ Pat Sheehy, chairman of 
BAT Industries, found himself 
sailing in familiar rnfm yes- 
terday when he led a City of 

London delegation to meet 

leaders of the Brazilian busi- 
ness community. 

His team, which has been 
sent to South America by Brit- 
ish Invisibles (formerly the 
British Invisible Exports Coun- 
cil) is entertaining on the 
Royal Yacht Britannia in Rio 
de Janeiro harbour. 

When Britannia was previ- 
ously used for an exports party 
- a Sea Day in Malaysia last 
year - a SlOOznfund manage- 
ment contract was wan by one 
City institution. Hopes are 
high that the Brazil visit will 
land an equally plump prize. 

As a tobacco man Sheehy 
is, of course, an old hand at 
fining business in Rio. In 
new role he is offering the City 
erf London’s help in b uilding 
up Brazil’s nascent fipancM 
services industry to a level 
fitting for the world’s eighth 
largest economy. 

But he warned his guests 
yesterday: “What has been 

larking in Brazil an far haa 

been a coherent and sustained 

economic programme that 
attar ka inflation head-on and 
lifts the blanket of protection- 
ism that has warmed private 
industry for so long”. 

No non-Brazilian is in a bet- 
ter position than Sheehy to 
know how cosy it can be under 
that blanket BAT owns three- 
quarters of Souza Cm 2 , which 
Is the largest private sector 
company in Brazil after Volks- 
wagen and General Motors. 
Souza Cruz has been developed 
into the biggest cigarette 
maker in a land where smok- 
ing has never lost its wide 

appeal 


Orange tinge 

■ Queen Beatrix of the Nether- 
lands is on a three-day offiHai 
visit to Ireland. 

The Queen, known as a 


Observer 


nxvnanaense character who 
takes great interest in both 
domestic and international 
affairs, was due to have visited 
the Irish parliament today to 
see for herself the cut and 
thrust of local democracy, but 
has been disappointed at the 
last moment. 

The visit has been cancelled 
by the government of Charles 
Haughey, which faces a no-con- 
fidence vote over the conduct 
o f Brian Len ihan. who is the 
deputy prime minister and a 
prospective president. An Irish 
general election could be in 






With long memories of the 
Dutch King William of Orange 
(best-known as “King Billy* 
in Ireland) who de fea ted 
James at the battle of Boyne, 
the Dublin authorities feel 
a visit to the Irish parliament 
by Billy’s descendant Queen 
Beatrix at tins highly-charged 
political moment might be 

“inconvenient". 


Take-aways 

■ For those with long memo- 
ries who can remember floods 
of cheap oriental goods arriv- 
ing in the west I can report 
that the wheel has turned. 

Piers Bart, a craftsman is 
wood with a workshop outside 
Thetfard, Norfolk, has just won 
a contract worth £4 jM! to sup- 
ply the Mandarin Hotel in 
Hong Kong with 150 pairs of 
chopsticks. They are not ordi- 
nal chopsticks, however, as 
found to your local Chinese 
restaurant They are made to 
ebony with gold bands, and 
they are engraved with the 
Mandarin’s turtle logo. 

Apparently, the Mandarin 
hM given up its traditional 
ivory cutlery becanse of the 
international drive against 
ivory sales, and is open to new 

IrlpflH 

Meanwhile Hart’s fame Is 
growing in the east He has 
just had a second inquiry for ; 
1,000 pairs of chopsticks for i 




“It’s a relief not to be 
registered - I’m an 
absent father”. 

Taiwan, They are to be made 
from the rare snakewood 
which resembles snakeskin, 
found at the heart of certain 
trees in the Belize forests . 
Thai order will be worth 
£44,000. 

Posh chopsticks are, hi fact 
expensive give-aways. In the 
eastern restaurants where they 
are provided, the clients are 
notorious souvenir hunters. 


College cheats 

■ Cheating has become 
endemic on American college 
ca mp uses, according to a study 
by a professor at Rutgers Uni- 
versity, New Jersey. 

The study, cited in the US- 
based Chrontete of Higher Edu- 
cation, found that one third 
of students surveyed admitted 
to “hard core" cheating. - *Hiat 
means they cheated in eight 
or more courses over a four- 
year academic career, by a 

RO mhirwtirm nf utoalfh and 

fraud. 

Copying from another stu- 
dent’s paper is the most com- 
mon form. Some 33 per cent 


of those surveyed admitted 
that However, 18 per craft said 
they took a “cheat sheet” of 
facts into the exam with them, 
while 5 per craft studied from 
a stolen copy orf the exam; 10 
per cent had plagiarised a 
paper. 

Michad Moffat*, professor 
of anthropology at Rutgers 
and author of the report, enti- 
tled Undergraduate Cheating, 
said that cheating “comes 
almost as naturally as breath- 
ing”. While fhogHng r j gg 
always been a fact of life at 
American universities, he 

hlawips Hia rterlirw in public 

morality and the trend towards 
mass educa ti on as accelerating 
the trend. 

Meanwhile, the Chronicle 
notes, universities are forced 
to combat the trend by estab- 
lishing academic honour codes 
or by forcing students to take 
courses on academic integrity. 

The paper does not say 
whether students cheat on 
exams in the latter. 


Regular offer 

■ The very small band (rf 
fanatical «wirf rich collectors 
<rf tribal art, a select group that 
can contemplate paying more 
than 8500,000 for a rare object. 
Is being invited to bid for two 
old friends. 

A Swiss dealer is hawking 
around two Bento bronzes, 
produced around 1500, with 
price tags of up to $lm. 

The bronzes are familiar to 
connoisseurs, however. They 
were acquired at auction to 
the 1980s by the Nigerian Gov- 
ernment, when, flush with afi 
money, it mad e a hefafryl 
attempt to buy back its hari- 
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Despite the recent rise to 
the oil price times seem to he 
tough to Nigeria as the bronzes 
axe on tbe market again. 
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City life 


■ A schoolboy writes home. 
“Dear mother, New York is 
very different from Basing- 
stoke. Love, Alan”. 
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rri he US at tost has a butt _ 

» J. E&£K?K ; &: Peter Rldde11 on 

' ZM&BSSS the US budg 

• l v< Does the budget mark what ~m 

" V' -> £■*. senator Jim Sasser, the Demo- M m 

’ V" y** erotic. chairman of the Senate ■ W ■ ■ | 1 

' v*s? Budget committee, has called ^ 111 1 

< . ucV. -the b eginnin g of the great cor- ** 

' indirection.-. -the fundamental ~m • 

?d$ 8 S&aS 5 begun 

a-* . <■ the bfoaritea Committee for a w 

* Responsible -Federal Budget. "■ 

.. - nearer th» mark in arguing A Q I ] 

that “these are marginal KW ^1 ■ I 

/ 4 ^S^SnitaMDiitatlmlUBestbnfr •’*’ »****•' 

- get in the largest economy in 

‘ '.' r the warid"? 

'■ The past month’s upheavals 

' ■ £?■ are more important as a politi- ao% 

- ; cai than as-a financial event. 

\ President Bush’s approval rat- 
rt*. ^ ings have moved far more than 

US governments long bond .70% 
yields. For 'the financial mar- 

* ';•> keta the messy goc ess is m ote 

: . 1 ^ slgnlficantti iairtte outeome ln 

. . ,;*&» confirming JnuMs about the 60* 

.f- gs wilflngnesaHjfcPS leaders to 

taride the daft* probtan. - 
, '• : ^Vk> The FBder^Swve’s token 

- -^£*3 rf-nanetery policy on 50% 

5t 1| M nwfaT it COUld ^ 

*- ..v SS-Kratftt ideas for a US 3Q-YEAR LONG BONDS 

W? sS “credible" dffidt reduction 

' \-k v ro*i package. The^d is more con- 
■* *2?% ^Sdadth;ttd«haky^te of 9-2% 

- parts of : the jET ba nkin g sjs- 9^% 

■* ->S*i tem, rising inflation, the weak- 

- ness of fbeSfoUar and the 8B% 
nnccrtabi oufttfk'&r the US s.q% 

7!**^ eC ^^ 3 the l«s, tte result of 8.4% 
all the debDftatlng argument is ^2% 
stm the larged deficit-cutting 
i- *=a. 3 fci package in DS;£istory - $41bn Q 
r ' t in tfce.purwufc 18M fiscal year 7.8% 

•’ m and«49abao«r five years. But Jan 4ftan 

' =•*• then thepacSp has to he big 1989 

in view-of-theiRaJe of the pnb- 

■ /fefe.,' lem. The eonmnatum of the growing deficits as the defence 
• v. ^ soaring costs of the savings budget was during the 1980s. 

and loan.'reaene 'and the deter- Moreover, discretionary domes- 
j ij iorating economic outlook tic programmes - the rewards 
*"^3^. pushed up tbescpected deficit congressmen offer th«ir dis- 
H in 199S from fMObn to ceariy tricts. such as bridges and 


Peter Riddell on the aftermath of 
the US budget upheavals 

Only the 
begi nning of 
a solution 




pushed up tbe^spected deficit 
H in 1991 frtan $W8tm to neariy 
r $29flm. Urn' tax and spending 

>'•!>£ measures fw 19M ape not only 
• _ C no huger than those discussed 
T*-Vl in January but also, leave the 
. defidt some-$3flbnjbfei»r timn 

. • in the WSb fisod year. ft win 
’•■ take ^ tinea yearn to the deficit 

'■ to be cnt to.tiie level that it 

was supposed 4» be now. 

- * ' Ss Thepadc^s»«an beseena8a 
J 1 .'"C symbolic ; act ^b appease the 


• I - l 1 ayiiiuui*D ;<»u- w 

* finanrial rnarketB and to rignal 

- - '*£ to the pdhical. irodd that the 
deficit prebiom js read. There 
■ J. - s has been Btfle serious attempt 
- “ B : to taeUa tim- riiaEply growing 


which peopteifije entitled by 
right, espeda&y pensions and 


MedScare provlrfon had to be 

- a. scaled back in the face of 
'•“•-‘■wsSr angry protests ftom the power- 
- • -"^=: fid ddariyk*by. Grey power is 

- * 'j-a now as much the engine of 


growing deficits as the defence 
budget was during the 1980s. 
Moreover, discretionary domes- 
tic programmes - the rewards 
congressmen offer dis- 
tricts, such as bridges and 

dams — are kHTI Hno to Hhb in 

line with Inflation. 

Yet the package is not just 
an empty gesture. The tax and 
spending decisions to imple- 
ment a $49Zbn reduction over 
five years have already been 
taken. Indeed, the strength of 
the public ai jd 
opposition suggests that the 
cuts are for once real and not 
illusory. 

Some 72 per cent of the 
savings are on the spending 
side, though same are from 
lower debt interest costs pro- 
duced by expected falling inter- 
est rates. There are, however, 
real savings in dgfanra anil 
assured increases in revenue 

fnnn W ghcr irynmA and nrriwa 

taxes. 

New budgetary disciplines 

liav i* also h»*n Ujtw Mlncail into 
the freewheeling world of con- 
gressional appropriations. 


These should ensure that any 
new proposals for spending are 
automatically offset by savings 
elsewhere. 

But even if the new enforce- 
ment rules work, there is 
ulentv of potential for flhDoa&e. 
The revisions to the Gramm- 
Pndrwwn deficit reduction law 
— fn i9gs to produce 

a surplus by now - have cre- 
ated targ et s so fimriWe as to 
lose their intended, though 
never successful, disciplinary 
Impact 

Such nnngrbito variables as 
the cost of the savings and 
loan rescue - which could 
mean borrowings of $80bn this 
year alone - are being 
excluded. And tha ifa fl r it fair , 
get is now hi effect bong cycli- 
cally adjusted since there will 
have to be so offt»Wwg mea- 
sures next year if the US econ- 
omy slips into recession. 

More o ver, many «vwmrria tg 
believe the administration is 
still being too optimistic in its 
forecast of fast growth from 
1982 onwards. 

Yet far all the scepticism. 


the package should help to 
reverse the deterioration of the 
oast 18 months- The rise in the 
deficit both in absolute terms 
and as a percentage of g ross 
national product should be 
halted over the next year. The 
direction atiewia fti»n be down- 
wards, even if a balanced bud- 
get is still at least two presi- 
dential elections a w ay . 

The main question raised by 
the past month’s crisis is 
whether the American political 
system feiAie the deficit 
problem. A good deal of 

hlphjmlrydftd di sap pro v a l hall 

been expressed, notably from 
across the Atlantic, about 
Haws in the US constitution. 
But this misses the point 
which is that, tha separa tion of 
powers necessarily involves 
open, and lengthy, disputes 
between the separate branches, 
especially when they are under 
different pa rty control. 

The problem has rather bee" 
one of political mismanage- 
ment President Bush failed to 
prepare either bds own Republi- 
can party or the American peo- 
ple for the seriousness of the 
deficit problem. By abandoning 
his “no new taxes" ptadg p, he 
split and weakened his own 
party, a majority of whom in 
both the Janata and the House 
of Representatives voted 
against the s™i budget pack- 
age. By being indecisive, be 
surrendered the initiative to 
the Democratic laadary of Con- 
gress who were able to frame 
the deb ate on the jaa gp of toe 
fairness of the tax system, ft is 
too early to say whether their 
successful effort to raise taxes 
paid by the wealthy represents 
a fundamental rpv epffl ] of the 
tax-cutting mood of the 1980s. 

Mr Bush has been left in the 
position of simultaneously 
reluctantly endorsing the final 
co m pr o mise deal so as to get 
some ftM'iii of defirif reduction 
and then attacking the “tax 
and spend” Congress. Not sur- 
prisingly, many Republican 
candidates in next Tuesday’s 
mid-torm elertinna are distanc- 
ing themselves from both hhw 
and the budget Mr Bush faces 
the prospect that the Republi- 
cans win lose further ground 
fax Congress and that he win be 
more dependent on the 
cooperation of the Democrats. 

The deficit problem is the 
key to the US’s longterm eco- 
nomic prospects. But the politi- 
cal costs to Mr Bush of tack- 
ling the problem at present 
mitmai gh the TtrnnptWnto bene- 
fits, particularly since this 
week’s budget is only the 
beginning of a solution. Mr 
Richard Darman, the budget 
director, was being over-opti- 
mistic in saying: *1 don’t 
behave we wfll have to come 
back and ask for more [negoti- 
ations]." He, or his successor , 
win be back within a year or 
two at most. 


Corporate governance 


Bigger carrots and sticks 


By Allen Sykes 


T he debate on shori-tsr- 

TnluiTi aS tog TTU>to nwi. 

tributor to alleged exces- 
sive and inefficient takeover 
activity in Britain is presently 
a dialogue of HmT. Fresh 
light is needed. My starting 
paint is to consider the form 
and effect of corporate owner- 
ship, g o ve r nance and flnimHng 
in the two broad groups of 
western capitalist countries. 
The first group comprises 

tow "BrtglteH -gp pwktog COtmtrieS 

(ES for short): Britain, the US, 
Canada, Australia and New 
Zealand. In these countries 
long-term finanrw is primarily 
in the form of equity capital, 
and the stock exchange is not 
just a financial market, but 
also an active market for cor- 
porate control. Corporate own- 
ership is split between invest- 
ment institutions and a 
minority of individual share- 
holders (80 per cent and 20 per 
cent of the total respectively in 
Britain). Debt is a minor part 
of long-term capital and most 
bank lending, certainly in 
Rrto»to i is short-term. 

The grr m p c ompri ses 

western Europe, Japan and the 
newly, industrialising coun- 
tries: the “continentals". Here, 
corporate finance is typically 
supplied via long-term bank 
loans with the banks also hav- 
ing major gtoiroholrttoga The 
cost of capital is about half of 
what it is in the E5 countries. 
Further, continental countries 
tolerate a large variety of pro- 
tective devices which, with the 
holding of shares by banks, 
mflbw hofffflp ta ke overs raze. 

Long-term corporate effi- 
ciency is superior in continen- 
tal countrie s because share- 
holders know more about, and 
are more committed to, their 
companies. They also exercise 
greater control over them. In 
short, the shareholders are 
"owner capitalists" who disci- 
pline manag ements, in an 
tofnrf npri wwd co n t inuo us man- 
ner. 

The contrast with the E5 
countries is tnnrkwif. Manag e- 
ment riinMpTton h nftam Tigto to 

non-existent because share- 
holders are generally passim 
In practice. Individual share- 
holders have negligible powers. 
Institutional ghawtonMwrw hum 
power but seldom exercise it 
On their own admission, they 
lack the relevant expertise. 
They aim to maximise returns 
to their own nhmwhriidfag u by 
constantly rhatigtrig their 


i nve stment portfolios. Under- 
p CT f i mn to p j J i ot m axe usually 
snTd . or if that is difficult, held 
in hope of a hid. 

Institutions seldom attempt 
to remedy management defi- 
ciencies. Typically, each holds 
comparatively few shares and 
cannot act effec t i vely because 
it is too small- Nor can the 
institutions act collectively; 
they are co m peting with one 
another, sometimes fiercely, to 
attract funds. Few beat aver- 
age index performance, yet 
overall corporate performance 
is .to *hw» in continen- 

tal countries. 

When in vest m ent institu- 
tions compete fiercely (a trend 
that can only grow), shart-feerm 
investment performance must 
be their overwhelming priority. 
Their growing short terndsm is 
thus directly built in to the 
system In which E5 public cor- 
porations must perform. This 
is not the fault of individual 
investment in sti t u tio ns , but of 


outs. When dir ectors are own- 
ers (own® capitalists) and can 
reap substantial rewards If 
they perform, their achieve- 
ment is greatly superior. This 
pn gpnrtR to»t in £5 coun tri e s 
what is needed for enhanced 
corporate performance is a big- 
ger carrot for directors and a 
bigger stick for shareholders. 

In an ideal s y stem of corpo- 
rate ownership and gover- 
nance, directors would be 
a constant, knowledge- 
able management discipline 
but would have the time, 
resources and Incentives to 
ensure long-term corporate 
efficiency. 

This requires three impor- 
tant chang es. First, directors 
should be given r ad icall y 
im proved incentives far profit- 
related performance: typically, 
say. 5-10 per cent of the 
improved market value of their 
companies over, say, five to 
seven years. In return, direc- 
tors should risk up to two 


Ideally, directors would be under a 
constant, knowledgeable management 
discipline but would have the resources 
to ensure long-term corporate efficiency 


the E5 corporate system. 
Improvement depends on 
changing the system; anything 
else is mere tinkering. 

The pass iv ity of E5 investors 
means that beards of directors 
largely operate as they please. 
Inevitably they are self-chosen 
and self-perpetuating. Their 
own interests predominate and 
they have little incentive to 
discipline themselves. They 
apMwn ggf-ir inefficient chair- 
men or rfdwf e x ec uti ves. Most 
kt w iiHw iHny tem on British 
boards owe their positions and 
futur e s to these officers. 

Few nonexecutive dire ct ors 
(who are mostly chosen by 
i-hnfrrm»n rn* <»Wrf executives) 
seek to impose demanding 
standards, nor have they an 
incentive to do so. D ir ector s* 
incentives for superior perfor- 
mance are, in practice, amalL 
Rewards In stock options and 
bonuses, certainly in Britain, 
are relatively slender com- 
pared to top increases in share- 
holder wealth which they 
could create. 

This contras ts sharply with 
fh« performance of the individ- 
uals in nw ft wi awa gnmant buy- 


years* salary to be forfeit for 
non-performance. This would 
strengthen self-discipline: no 
one would take up such 
options without the most sober 
assessment. Many directors 
would move to smaller compa- 
nies more aouronriate to their 
competence. Younger people 
would be promoted or 
recruited. 

Similar terms In relation to 
pay should be offered to non- 
executive directors. Thai they 
could be expected to perform 
with zeal one of the main func- 
tions at present neglected, 
namely making life difficult for 
underperforming senior offi- 
cers. They would have the 
harking of exe c u tive directors 
whose own futures and for- 
tunes would be at stake. 

Sf^rmH the effectiveness of 
institutional shareholders 
seeds to be greatly Improved. 
They need to move from pas- 
sivity to longer-term involve- 
ment. This requires recruiting 
the expertise necessary to con- 
trol companies in which they 
invest - a process which 
would be helped by having 
larger in fewer 


companies. Investment institu- 
tions present “freedom" to 
chop and change between a 
large number of investments is 
Illusory: it is the freedom to 
earn average long-term returns 
Inferior to those earned by con- 
tinental investors. 

Third, the big clearing banks 
shonld also change radically 
their policies. They need to 
become providers of long-term 
debt finance and to take signif- 
icant equity stakes in client 
companies as do banks In the 
continental countries, ft would 
mean raising large sums or 
new debt and equity and 
recruiting and training staff to 
manage the new form of corpo- 
rate client relationships. This 
would greatly add to corporate 
ownership stability. 

With a greater understand- 
ing -of client companies, and 
with the help of the fewer insti- 
tutional shareholders, the 
h anks could discipline and 
even replace Inefficient man - 
agement. By running fewer 
risks than at present they 
could sensibly lend a higher 
proportion of long-term capital 
as debt This would lower aver- 
age E5 long-term capital costs 
to continental levels. 

In s um, neither individual 
directors, nor investment insti- 
tutions nor clearing banks are 
responsible for the present 
inferior corporate perfor- 
mances In Britain and the 
other E5 countries compared 
with the continental countries. 

Still less is the malaise 
directly due to the prevalence 
of hostile takeovers. The fault 
lies in the system of corporate 
ownership and governance 
that builds in growing short 
termism. The remedy lies in 
moving in the direction of the 
continental countries with the 
addition of a marked change in 
risks, incentives and rewards 
for directors. Only radical 
changes broadly along the 
tinea indicated are capable of 
raising corporate and thus 
investment performance in the 
E5 countries. Such an outcome 
will greatly reduce the number 
of hostile takeovers, but that 
will he a by-product, not the 

main gj m_ 

The author is a former manag- 
ing director of Consolidated 
Gold Fields. This article is 
based on fas paper Corporate 
Takeovers: the Need for Funda- 
mental Bethinking, written far 
the David Hume Institute. 
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s l ongest undersea tunnel joins Britain to continental Europe for the first time since the Ice Age 

France-Britain link no longer a dream 


THE; LEX COHJ 


Aiuiraw Taylor, Construction Correspondent, in Dover 
JBENCH and Ri-iti.k 


tanned f nd British 
iaSnSir contact with 
2* raSS*" 1- ® Channel 

the first time as a 

Sr»i?hfL?T obe Pushed 

SSiS® metns <* 

nari which divide them. 
**e breakthrough by the 
a Darraw 

SL ®5m wide, follows three 
25 1 * of tunnelling by the huge 
wht,!? 1 !? 0 Coring machines 

have excavated the ser- 
vice tunnel, the first of of the 
wree tunnels to be fully dug. 

a handful of the 13,000 
on tisa and French workers 
®“&wyad on the project have 
open able to witness the link* 
“HT by the probe but, over the 
next tour weeks, a gallery big 
enough to allow a person to 
Pass through will be dug. 

By early December people 
should be able to walk from 
Britain to continental Europe 
for the first time since the Ice 
Age. TML, the consortium of 
British and French cans true* 
tion companies building the 
tunnel, said the reel celebra- 
tion would then take place. 
Hie service tunnel is due to be 
completed and lined by the 
new year. 

With the steel probe in place, 
engineers will know exactly 
the nature of the rock they 
have to dig through. There 
should be no more unpleasant 
surprises caused by an unex- 
pected deterioration in ground 
conditions and jokes about the 
tunnel failing to meet in the 
middle will also have to be 
removed from the repertoire of 
British and French comedians. 
Laser beams have plotted the 
precise route of the tunnels to 
ensure that they meet in the 
middle. 


Channel funnel breakthrough 


Service tunnel North tunnel 




Probe breaks 
through final 
100 metres 
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Marina tunnels 
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Coquettes! 


Excavated bjmwts 
Unexcawaad tunnels 


The tunnel is the world's 
longest under sea - the Seikan 
tunnel in Japan is marginally 
longer. 

Its construction has involved 
the di gg in g out and shifting of 
millions of cubic metres of soil 
from under the Channel. Sand, 
cement and other materials 
have been moved by road, rail 
and pipeline to construct tun- 
nels and new roads; two huge 
rail tawmmaiis are being built 


b EUGUSMCHAjMELb 

*s : y 


at Folkestone in Kent and 
Coquelles in northern France. 

Around 4m cubic metres of 
chalk has already been 
removed from the British end 
of the project alone. This has 
been disgorged along a pur- 
pose-built railway and 
conveyor belt system stretch- 
ing up to 21km from the tunnel 
l ace back to the Kent coast. 

When all three tunnels are 
completed the track will be 


i3&su$ 


FRANCE 


ripped out to make for way for 
the commercial railway which 
will link Britain and France. 

Some of the spoil has been 
deposited - at a rate of up to 
2,000 tonnes an hour - into 
purpose-built lagoons at the 
base of Shakespeare Cliff 
between Dover and Folkestone. 
A 1.5km long platform will 
stretch 125 metres out to sea. 
There are plans to turn this 
into a leisure area, including 


possibly a nature park. 

By last night more than 70 
per cent of the 150km of rail 
and service tunnels had been 
completed. And, more than 60 
per cent of the two rail termi- 
nals had been built. The 
french terminal Is itself one of 
Europe’s biggest ever construc- 
tion projects. 

Poor ground conditions, par- 
ticularly under the Kent coast, 
restricted tunnelling in the 
early years of the project Only 
7km of the 51km service tunnel 
were completed in the whole of 
1988. There have been rows 
between the constructors and 
Eurotunnel over delays and 
mounting costs and nine lives, 
seven in Britain, have been 
lost during construction. 

The cost of the project esti- 
mated at £4.8bn ($9.45bn) in 
1387 has soared to more than 
£7J3bn. Eurotunnel is now in 
the process of raising a further 
£2-6bn to complete the project 
This includes a £530m rights 
issue, the prospectus for which 
is due to be published early 
next month. 

The British tunnelling 
machine, built by Howdens in 
Glasgow, will be left under- I 
ground parked in a gallery i 
alongside the service tunnel. 
The French machine will be 
dismantled and removed. 

Most tunnelling machines 
are purpose built to suit spe- 
cific ground conditions so 
there is not much of a second 
hand market for this equip- 
ment 

Once the tunnel is operating, 
spot checks will be made by 
customs officers and police at 
both ends of the tunnel in an 
effort to prevent it becoming a 
through route for smugglers. 


Anti-fraud police raid London I Hindu militants seize 


headquarters of Polly Peck 


Moslem holy site 


By Clay Harris and David Barchart in London 


By David Housego in Ayodhya 


THE BRITISH government’s 
Serious Fraud Office yesterday 
sent police and accountants to 
conduct an all-day search of 
the London headquarters of 
Polly Peck International, the 
company which sought protec- 
tion from its creditors last 
week with debts exceeding 
£1.3bn (S2-56bn). 

The high-profile operation 
came five days after three 
administrators were appointed 
to oversee the group's affairs. 
The administrators, who learnt 
of the raid shortly before it 
began, said they were co-oper- 
ating fully with the SFO. 

Mr Asfl Nadir, Polly Peck’s 
chairman, attacked the search, 
which he described as “aston- 
ishing". He said it was “symp- 
tomatic of a new desperation" 
on the part of the SFO. 

In a statement, Mr Nadir 
said Polly Peck had already 
voluntarily opened its books to 
the SFO’s accountants. 

“For about three weeks 
those accountants have been 
working in the company’s 
offices, inspecting documents, 
and their questions were being 
answered,” be said. The 
accountants had been working 
in their own basement room 
next to the kitchen. 

Mr Nadir also said: “I have 
committed no criminal act and 
in particular 1 have not been 


involved with any Illegal or 
unauthorised share dealings”. 

For their part, the accoun- 
tants in the raid - from KPMG 
Peat Marwick Me Lin lock - 
said: “A quantity of documents 
will be examined at the head- 
quarters but disruption to the 
functioning of the administra- 
tors is being kept to a 
minimum". 

The SFO, with Mr Nadir pub- 
licly challenging its methods, 
is likely to face increasing 
pressure to show results from 
its investigations into Polly 
Peck and South Audley Man- 
agement, a private company 
owned by a Nadir family trust 

Reports of the SFO’s original 
raid on South AocHey's head- 
quarters on September 19 con- 
tributed to the collapse and 
suspension of Polly Peck's 
shares the next day. 

Tomorrow Mr Nadir will try 
again in the High Court to 
force the SFO to tell him the 
basis of its inquiries. His first 
effort earlier this month fafitod- 

Mr Peter Lilley, trade and 
industry secretary, is expected 
to deride next week whether to 
launch a separate investigation 
into the company. Mr Gordon 
Brown, the Labour opposition 
party’s trade and industry 
spokesman, yesterday urged 
Mr Lilley to end the “dithering 
and delay" in appointing 


inspectors from the Depart- 
ment of Trade and Industry. 

The DTI may already have 
started an investigation of 
Polly Peck under Section 447 of 
the Companies Act but it never 
announces or c omments on the 
lower-level inquiries launched 
under this provision. 

In Turkey meanwhile, Mr 
Namik Hemal Kill?. Treasury 
under-secretary, said bis gov- 
ernment would not attempt to 
control or restrict cash trans- 
fers abroad by Polly Peck sub- 
sidiaries in the country. 

The statement was the first 
by a senior Turkish official 
since Polly Peck, one of the 
largest foreign investors in , 
Turkey in the 1980s, was 
placed in administration. 

“Any company should be 
able to change ha nd s at any 
given time according to inter- 
national legislation,” Mr Kllig 
said. His words were taken as a 
signal that Ankara will 
co-operate .with administrators 
when they go to Turkey some 
time next week. 

Turkey scrapped most of its 
remaining exchange controls 
last year, so there are now no 
identifiable obstacles to trans- 
ferring the proceeds of any dis- 
posals to the UK to pay off 
claims against the parent 
company. 

Additional report, Page 26 


Soviet parliament tackles draft 
law on foreign investment 


By Leyla Boulton in Moscow 

THE Soviet parliament is 
expected today to begin exam- 
ining long-awaited legislation 
to protect foreign investment 
in the Soviet Union. 

While legal guarantees are 
seen as the key to encouraging 
western investment in the ail- 
ing Soviet economy, the draft 
law is, however, likely to leave 
many businessmen hungry for 
additional clarification and 
concessions. . 

The document defines invest- 
ment as covering almost every 
form of economic activity - 
with the notable exception of 
land ownership, which is still 
banned and has yet to be 
derided upon by national and 
republican parliaments. 

Investment assets include 
deposits, stocks and bonds 
intellectual property, fixed 
assets such as buildings, know 
STand “the right to use land 
and other natural resources . 

mfiTsaying that the state 
guarantees the protection of 
SJStment, the bill also prom- 


ises “full compensation for 
losses" in the event of the 
nationalisation or confiscation 
of assets. Although the law is 
apparently not retroactive, 
investors will not forget how 
the Bolsheviks reneged on pre- 
revolutionary debts and confis- 
cated assets invested before 
the 1917 Revolution. 

Disputes arising from invest- 
ment activity are to be settled 
by courts, state arbitration, 
and arbitration tribunals. The 
law bans state organisations 
from meddling in investment 
activity which does not break 
the law. 

It also says that state organi- 
sations which cannot afford to 
pay compensation must be 
helped to find the necessary 
sums by government authori- 
ties. Those are both important 
provisions where state organs 
constantly interfere in busi- 
ness. and at the same time 
take little responsibility for 
their actions. 

The new legislation's appear- 


ance follows decrees by Presi- 
dent Mikhail Gorbachev last 
Friday allowing foreign compa- 
nies 100 per cent ownership of 
Soviet businesses and the repa- 
triation of profits. But the con- 
ditions under which investors 
will be allowed to take hard 
currency profits out of the 
country are still unclear, even 
though this may he covered by 
a “regulation on currency" 
which is also on the parlia- 
ment’s agenda this week. 

The bill under consideration 
today simply says that an 
investor is entitled to dispose 
of the fruits of his investment 
in accordance with union and 
local legislation. 

The law also covers invest- 
ment by Soviet entities. It adds , 
that the state is to use prefer- j 
ential taxation to attract 
investment to high priority 
areas such as the social sphere 
(housing), technological mod- 
ernisation and innovation. 
Leningrad mayor in US, Page 6 
Revolution celebration. Page 2 


HINDUS yesterday stormed 
and damaged a mosque at 
Ayodhya, northern India, after 
repeated clashes between 
police and crowds left six dead 
and scores injured. 

Triumphantly planting saf- 
fron flags on the mosque's 
three domes, a crowd of cheer- 
ing militants was left undis- 
turbed for more than 15 min- 
utes after discipline collapsed 
among Indian security forces 
protecting the site. 

The fall of the mosque dealt 
the worst blow to India's secu- 
lar tradition Bince indepen- 
dence in 1947 and shook the 
| faith of India's 110m Moslems 
in the government’s ability to 
defend them. 

The Hindus backed stones 
and metal window bars from 
the interior of the 400-year-old 
building and held ceremonies 
to mark the beginning of con- 
struction or a temple. They 
claim the site originally 
housed a temple to markthe 
birthplace of the god Rama. 

The Immediate Impact of 
yesterday’s events is to deal a 
further devastating hlow to the 
administration of Mr V. P. 
Singh, prime minister. Mr 
Singh was counting on the 
Moslem vote in the early gen- 
eral election which is now 
expected. 

The government had staked 
its reputation on preventing 
the seizure of the mosque. Last 
night, Mr Singh offered to 
resign in a letter to Mr S. R. 
Bommai, head of his Janata 
Dal party, an offer he has made 
twice before when faced with 
party dlsddence. 

A further 23 people were 
killed in demonstrations in 
other parts of India yesterday, 
some under police fire. The 
controversy has claimed at 
least 135 lives in the past week. 

In Uttar Pradesh state, 
where Ayodhya is located, tens 
of thousands of troops had 
been deployed. The storming of 
the heavily fortified site on 
which the mosque stands came 
after repeated clashes bet w een 


surging crowds and police m 
the narrow streets of the pil- 
grim town. 

The militants gained access 
to the mosque through the 
pressure of the almost hysteri- 
cal crowd and seeming conniv- 
ance of paramilitary forces 
guarding the site. Members of 
the Central Police Reserve 
Force (CPRF) are believed to 
have opened the lock on the 
last steel barrier - reflecting 
the sympathy that many in the 
paramilitary and police forces 
have for the Hindus. 

The security forces lost con- 
trol eaziy in the day in the face 
of unexpectedly determined 
attempts by militants to reach 
the mosque. One group 
hijacked a bus carrying mili- 
tants under arrest and then 
smashed their way through 
police barriers to within a few 
hundred yards of the site. 

As the crowds gathered in 
strength and courage, the 
police seemed to lose their 
nerve - especially when called 
on to fire. Two armed state 
policemen could be seen hiding 
in a house near Khanak 
Bhavan, in the centre of Ayod- 
hya, because they were unwill- 
ing to use their weapons. 

Police lobbed teargas shells 
In an attempt to prevent the 
crowds entering the mosque, 
but did not fire warning shots. 

Mr S. P. Dixit, a leader of the 
Vishwa Hindu Psrishad (VHP), 
the fundamentalist movement 
that has organised the crusade 
for the construction of the tem- 
ple, claimed the mosque bad 
been symbolically “destroyed” 
and that a start bad been wafe 
to building of the temple. 

The government has claimed 
that almost 100,000 Hindu mili- 
tants have been arrested in 
recent days in an unprece- 
dented crackdown on devotees 
of *i» wMfai religious commu- 
nity. Those arrested include Mr i 
L-K. Advani, leader of the 
Hindu militant BJP party, 
which earlier withdrew its sup- 
port for the government over 

the issue. 


Framatome tussle ends 


Continued from Page 1 
tome as a subsidiary, the group 
will make a large profit on the 
deal. The sale price includes a 
FFrZlOm premium for the 
transfer of control to the public 
sector. 

The FFr490m at which the 
shares themselves are being 
sold values Framatome at 
FFrThn, and also includes an, 
as yet twqnantified, capital 
gain. 

CGE will put the cash 
towards the roughly FFr2bn it 


needs to pay to Flat, the Italian 
car maker, as part of a recent 
exchange of business activities 
and share stakes. 

The CEA and Electricite de 
France, the electricity board, 
will now hold a combined 46 
per cent in Framatome, with 5 
per cent in the hands of Credit 
Lyonnais, which engineered 
the deal on behalf of the 
finance ministry. The remain- 
ing S per cent will go to Fra- 
matome' staff, a slight increase 
on their present shareholding. 
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Cheer up, the worst 
is yet to come 


Depressing though it is, the 
Confederation of British Indus- 
try’s account of the past quar- 
ter is not much worse than 
expected. The worrying bit Is 
the outlook. The surrey’s fop 
ward Indicators such as invest- 
ment intentions are not as bad 
as In 1974 or 1980. But (hay still 
suggest the equity market can 
forget ideas of the economic 
downturn being confined to 
1990. It now seems passible 
that UK manufacturing output 
will fall for the whole of next 
year, not just the first half. 

The implications for equities 
are not cheerfUL The survey 
shows clearly how the speed of 
the third quarter downturn 
caught industry unawares; 
demand, output and prices all 
turned out considerably worse 
than the previous survey in 
July had foreseen. If the out- 
look is confusing for finance 
directors, it is much more so 
for analysts. Earnings fore- 
casts may have been scaled 
down for 1990; they have yet to 
be hacked back for 190L 

The survey confirms in 
detail what had previously 
been suspected: that the down- 
turn has now extended from 
domestic markets to exports; 
and that, while input costs are 
still rising, output prices are 
not. The drop in export orders 
is due to failing demand rather 
than higher export prices, so 
sterling’s strength within the 
ERM is not yet a factor, though 
it doubtless will be. While com- 
panies expect unit costs to 
carry on rising even more 
sharply in the fourth quarter, 

| they are a good deal less opti- 
j mistic an prices than this time 
last year. 

The implied trend is of a wel- 
come downturn in inflation at 
a heavy cost to trading mar- 
gins. If so, there may have 
been more justification for the 
recent cut in base rates than 
has been generally allowed. 
But given the CBTs picture of 
the unemployment outlook, the 
government is still in for a 
rough time. It will soon be able 
to mount the defence that, like 
the recessions of 1974 and 1980, 
this one now extends around 
the world. But that is precious 
little consolation for the rest of 
us. 

Mount Charlotte 

Another successful bid, 
another pretext for debate 
about whether the average UK 
fund manager is an unmiti- 
gated short-tennist In the mat- 
ter of Mount Charlotte, the 
case for the prosecution is 
pretty strong, but not defini- 
tive. 

Even the victorious Brier ley 
Investments happily concedes- 


Thames Water 

Share price relative id the 
FT-AM-Share Index 
160 





that I22p per share is a fair net 
asset value to put on the 
hotels, a lot more than the 73p 
it successfully offered. Let us 
assume, first, that the debt 
involved does not rink Brier- 
ley, which has £900m borrow- 
ings of its own already; and 
second, that Mount Charlotte’s 
able management stays on and 
can sell the £200m-odd of hotels 
it was aiming to shed this year. 
If those conditions are fulfilled, 
Brierley has bought a prize 
asset cheaply and the fund 
managers have sold them- 
selves short to the same 


But it would not do to pontif- 
icate. Mount Charlotte's man- 
agement queered its own pitch 
by gearing up excessively in 
1989. And Brierley accurately 
perceived that in the post-Ku- 
wait, post-Polly Peck stock 
market, investors cannot quite 
convince themselves that an 
asset is genuinely worth what 
a valuers’ report says it is. By 
way of coda, it is worth point- 
ing out that shareholders 
should not rule out entirely the 
idea of keeping their paper as 
minority holders in Mount 
Charlotte. As Rothmans shows, 
being in a minority is not nec- 
essarily a passport to nowhere. 
The key issue could be 
whether or not Mr Robert Feel, 
Mount Charlotte’s boss, is pre- 
pared to help out 

Thames Water 

Quite correctly, given the 
way Ofwat regulates water 
company profits, the stock 
market takes little notice of 
their earnings per share and 
concentrates on the dividends. 
So it might make sense if all 10 
companies copied BOC, the 
gases group, and declared their 
total annual dividends at the 
start of their financial year. An 
obvious advantage for Inves- 
tors and managers alike is that 
it would focus minds on judg- 
ments about each company's 
long-term dividend potential. 


The same could apply to 
many sectors of industry, but 
the concept is verv apt for 
water companies. Take 
day's interim figures from 
Thames Water, its modest 
diversifications seem to be 
doing well, it secs no need to 
raise money in the debt mar- 
kets for perhaps another I- 
months and it is hapjv w«h 
market forecasts or E20jm- 
£210m for the year. But this is 
only a fragment of the real 
story, which is all about tong 
range forecasting of big capital 
expenditure needs - £400m 
this year alone - and long 
term projects like the London 
ring main. Setting the divi- 
dends in advance would be 
much closer to what actually 
goes into managing the busi- 
ness. 

William Low 

It was not a good day for a 
surprise rights issue, but the 
fact is William Low had no 
choice. The momentum 
achieved by its 1986-88 develop- 
ment push is nearly spent. Yes- 
terday’s rash call aside, most 
forecasts were for flat earnings 
next year, a trend which would 
certainly have been apparent 
by the interim stage. Instead, 
shareholders are being offered 
a deep discount immediately 
after 21 per cent profits growth 
and a 19 per cent dividend 
increase. Add in a near 40 per 
cent autperformance by the 
shares so far this year and 
investors. Sir Ron Brierley 
apart, might be inclined to be 
generous. 

As to the merits of the com- 
pany's second rights issue in 
three years, it shows the 
emphasis is back on organic 
growth, its dalliance with 
acquisitions consigned to the 
freezer. After failing to buy 
Budgens and the Gateway 
stores. Low has at least 
regrouped around its 
strengths. It is bard to argue 
with a strategy designed to 
improve the group’s distribu- 
tion, upgrade computer 
systems and expand the selling 
area to a respectable lm square 
feet, including a higher ratio of 
profitable new space. 

Nevertheless, the shares 
quickly dropped below* the the- 
oretical ex-rights price of 339p. 
which suggests some investors 
have seen enough. Their 
doubts are no doubt based on 
familiar arguments over the 
future for a food retailer which 
will always be hungry for cash 
if it is to continue a successful 
regional battle with larger 
rivals. On forecast profits of 
E25m. the shares are on a 
demanding rating of U'.i times 
earnings. 
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Three awards 
for Business 
Communications 

Ferranti International, Busi- 
ness Communications has won 
three major awards from the 
ThlecommunicationB Industry 
Association — the industry’s 
trade body - for its Rhapsody 
digital keysystem, the 
Rhapsody 305 fax machine and 
a new award. Supplier of the 
Year. 

It is the third year running 
that the company has won the 
Keysystem Award and the sec- 
ond time the Rhapsody fax 
machines have featured in the 
awards. 

The low-coet entry model, the 
Rhapsody 305, has now corn- 
firmed its end user appeal with 
this industry recognition — the 
TIA Fax of the Year Award. 


New processors boost 
submarine data handling 


Ferranti Internati on al has 
secured a £10m contract to 
supply replacement proces- 
sors as part of a major initia- 
tive to boost the power of the 
DCB IhcticaJ Data Handling 
Systems in Britain’s nuclear 
submarines. 

Designated F2420, the new 
processors will support addi- 
tional command facilities and 
provide increased capacity for 
the future development of 
other operational software. 
The F2420 processor was 
developed to supercede the 
FM16O0 series. It delivers six 
times the processing power 
and eight times the storage 
capacity compared to the 
FM16O0B that it will replace 
in the DCB data system. Code 
compatibility between the 
F2420 and the FM1600 series 
ensures that continuity is 
maintained with the large 


amount of software which has 
been amassed during DCB's 
15 years of service. 

I ns tal l ation of the new proces- 
sors takes just 22 days and 
can be carried out in a normal 
maintenance period. The 
programme also includes the 
modernisation of a number of 
peripheral devices. 

The fitting of the F2420 
proc essor in the command 
systems of the Royal Navy's ■ 
nuclear submarines and sur- : 
face ships makes it the true 
successor to the FM1600 
series. 

Compared with update prog- 
rammes based on total system 
replacement with their atten- 
dant disruption and cost, it 
has proved to be the most cost 
effective and low risk solution 
to meeting the challenge of 
improving system ca nobility. 


FMcor^eT^MAward. Platform finks 


Noise sensor 

Ferranti-Thomson Sonar 
Systems is marketing a 
computer-based system called 
VIMOS which has been 
designed for surface and sub- 
surface vessels to measure hull 
noise and vibration levels. It 
has been specified for installa- 
tions in Royal Navy sub- 
marines and the new Typ*J 23 
frigates which are equipped 
spp cifjcflUy for anti-submarine 
operations. 

Other installati ons include the 
RN’s ‘Sandown’ class mine 
countermeasures vessels 
UtfCMV) for the Royal Navy, 
which together with an over- 
seas requirement for these 
ships, has brought the total 
value of UK orders booked for 
VIMOS to over £2m. 


Ferranti International has 
won two orders to supply mic- 
rowave line of sfefrt communi- 
cations to link Occidental 
offshore oil platforms. 

The systems, which will link 
Piper ‘B’, Claymore and 
Saltire ‘A’ platforms, are 
based on the latest genera- 
tion of Ferranti Type 24000 
digital radio relay equipment 
configured for operation in 
the 75GHz band and featur- 
ing^ built-in ' higher order 

four sWitte channels. 

The systems also incorporate 
the new Ferranti programm- 
able submultiplexer to allow 


a flexible mixture of voice and 
data traffic to be carried. 
Design and manufacture of 
tne systems for both these 
contracts will be undertaken 
a- the Ferranti facilities 
located near Edinburgh. Sup- 
ply will be through CMS. 
Electronics Limited, prime 
contractor to Occidental for 
toe overall communications 
packages. 

These two contracts further 

I?r^ r3 ?*. Fei 2?f ,ti,s hi E h Pro- 
file, m the offshore communi- 
cations market, adding to the 

"umber of 
nwtalted links m the North 
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A call to arms 

A French am» 'company has matte an offer for 
most of the industrial assets ot Fabrique 
NationaJe HeretaMne nearly bankrupt Belgian 
arms maker/ fo° r " er to consider the approach, 
made byGroapement Industrial des Arme- 
ments Tenrastres (Giat), FN's shareholders 
yesterday decided to give themselves another 
month to reach a final solution on how best to 
resolve the company's growing difficulties. 

Lucy Keltaway nsports. Page 20 


crisis 

Shareholders of Britain's 
largest independent 
engineering group, 

Davy, are wincing at the 
news that the company 
is involved fn a legal 
wrangle over yet 
another large, late-run- 
ning contract Davy's 
shares fell yesterday as 
the City digested the 
Implications of the latest 

dispute over work for 

Exxon, the U$bU company. Davy, headed by 
Sir Alistair Fra me (ab ove), recently ran into 
problems on a’contract to provide a floating 
production pWtfomrfor the Emerald oil field, . 
east of Shetland. Page 28 
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Fletcher meets the challenge 

Last week. Fletcher 
Challenge sealed a deal 
with British Gas which 
confirmed its dominance 
of New Zealand's oil and 
gas sector, bolstered its 
position as the country's 
biggest business, and 
added to chief executive 
Hugh Fletcher's (left) 
considerable reputation 
as a deal-maker. The 
move is further evidence 
of the drastic reshaping that has taken place at 
the group' In the last decade. Page 23 
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Nymi* under scrutiny 

US futures trading In oil has come under 
intense scruHny in Washington amid charges 
that speculators have taken advantage of the 
Gulf crisis to drive up prices. A few rash souls 
on Capitol Hiirhaye suggested closing the New 
York Mercantile Exchange (Nymex), but calmer 
heads have prevailed. However, a Senate 
hearing is scheduled tomorrow to examine 
Nymex’s trading since Iraq’s August invasion 
of Kuwait and? though- not framed around legis- 
lation, it is stirring. worries at Nymex about 
possible pofletos to come. Page 29 


Warsaw follows the Lyons Hne 
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Poland's attempts to build a local stock market 
have edged ahead with the recent approval of 
new draft legislation on lines similar to the US 
Securities and. Exchange Commission. The 
future Warsaw exchange, however, will use the 
regional French bourse at Lyons as its modal, 
giving the new market room to develop gradu- 
ally. Back Page 
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Chairman Harold Poling: fomtb-quarter results will reflect 
the costs of a labour accord with the United Auto Workers 

Ford profits 
fall 79% in 
third quarter 


By Martin Dickson in New York 

'PROBLEMS in the important 
European car market contributed 
to a 79 per cent drop in third 
quarter profits at Ford Motor, the 
second largest US automobile 
group, which warned yesterday 
that its financial results would 
remain weak in the 
future. 

The company reported earn- 
ings of 8102m, or 22 cents a share, 
in the third quarter compared 
with earnings of $477in, or $3-03, 
a year ago. Sales and revenues 
rose $2.7bn to $23bn. 

The figures were weaker than 
Wall Street had been expecting 
and Ford shares fell in heavy 
trading on the New York Stock 
Exchange to atom! at $27%, down 
$2% at lunchtime. Mr David 
Heely, an analyst at Barclays de 
Zoete Wedd, said the size of 
Ford’s losses outside- the US had 
been particularly surprising. 

Fora said it lost $89m com- 
pared with a profit of $324m in its 
non-US automotive business, due 
partly to government economic 
action in Brazil and Argentina, 
but also to higher- product costs 
in Europe and lower vehicle pro- 
duction in Europe and Australia. 

In the US, a market s ufferin g 
from severe price competition 
and soft dem and, automotive 
operations produced a profit at 
ssom — but only af te r a favoura- 
ble $67m change in computing 
depredation - compared with a 


$37m loss a year ago. 

FOrd’s financial services group 
also saw a dip in profits, from 
S19Qm to &41m. An increase in 
loan loss reserves at First Nation- 
wide, its savings and loans sub- 
sidiary, because of problem real 
«gfe»te lending, more than offset 
improved net interest margins 
and operating efficiency. 

Mr Harold Puling; Ford’s chair- 
man, said he expected the finan- 
cial results to remain weak in the 
near term, while the fourth quar- 
ter figures would reflect the first 
year costs of the company's 
recent labour agreement with the 
United Auto Workers and an 
increasing mix of less profitable 
gnM»ii cars in the US» 

Mr David McCammon, 
vice-president finance, told a 
news conference that despite the 
earning s drop the company was 
“comfortable” with its 75 rants a 
share quarterly dividend pay- 
ment He said it was too soon to 
tell how the company’s purchase 
last year of Jaguar, the UK lux- 
ury car maker, would work out 
Ford expected to release a capital 
spending plan for Jaguar shmtly. 
• Ford of Canada reported a 
third quarter net loss of C99&n or 
C$1 L29 a share, against a profit 
of C$48m or C$5.84. Revenues fell 
from C$3Jhn to C$Sbn- The loss 
reflected higher incentive costs, 
lower recovery of product cost 
increases and lower vehicle sales. 


Britain’s spannermen 
resist the US wrench 


SALES BY REGION 
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B ritish companies will be 
keeping a close eye on 
Siebe, the UK engineering 
group , as it gets its teeth into 
Foxboro, tlK proress control com- 
pany which It acquired for £656m 
($LSbn) In late July. The success, 
or failure, of Siebe’s tough pro- 
gramme - about 2,600 jobs are to 
Be cut from Faxboro’s US and 
European operations in the next 
few months - could be a mea- 
sure of the challenges facing 
other British engineering compa- 
nies in tatefrB w g difficulties in 
their US operations. 

Since 1986 Siebe has spent 
about $880m to acquire three US 
controls companies, Robertshaw, 
Banco and Barber Coleman, from 
which it has squeezed higher 
margins. But Siebe will have to 
work especially hard if Foxboro 
fa to he the latest addition to that 
Tttw of success stori es . 

It is not just that Foxboro's 
past problems with launching 
sophisticated new products pres- 
ents a rawriifaraKln mwi«yiirwnt 
challenge: just as 
significantly, the 
deal comes as the 
US economy is 
pedsed on the edge 
of recession. 

In the past 
decade, British 
companies have 
been hungry 
acquirers in the 
US, attracted by 
tiie size of the 
domestic market, 
the openness of 
its capital markets and the super- 
ficial similarity of its business 
culture to that in Britain. 
Between 1985 and 1989 British 
companies made 1,267 acquisi- 
tions in the US worth more than 
£60bn, dwarfing UK investment 
in the rest of Europe. 

The intention was to 
strengthen companies by reduc- 
ing their vulnerability to the 
state of the British economy- hi 
the next few years, the return an 
those assets will be lower than 
many UK companies ware hoping 
for when they made the acquisi- 
tions. British companies will also 
be under pressure to make the 
best use of their US assets, for 
example, by exploiting the weak- 
ness of the dollar to export from 
America, as well as supply the 
local market. 

British companies with US sub- 
sidiaries are struggling with two 
related factors. First, trading con- 
ditions in some sectors such as 
automotive and construction 
have taken a turn far the worse. 
A second concern has been ster- 
ling’s strength against the dollar 
which is depressing the value of 
profits earned in the US. 

Last week two companies pro- 
vided evidence that, while the 
slowing US economy will not 
have a disastrous effect on prof- 


its, it will depress them. Lucas, 
the Midlands-based automotive 
and aerospace systems supplier, 
announced flat profits, partly 
because currency movements 
had CQSt the rarmpn ny £27m hi 
sales and £L5m in pre-tax profits. 

Smiths Industries, which had a 
turnover of £307m in the US last 
year, was also held back. Transla- 
tion of profits at a year-end 
exchange rate of $ 1.86 to the 
pound cut profits by £Sm com- 
pared with 1989* Bid, by remit- 
ting cash early in the year at an 
exchange rate dose of $L70, the 
company limited its losses to 
about £2m. 

British companies are likely to 
become more cautions about 
expansion in the US. Those hit by 
high interest rates and recession 
In the UK will be seeking to con- 
serve raali ami may pnll in their 
horns on International acquisi- 
tions. However, for several rea- 
sons the British corpor a te love 
affair with US is unlikely to sour. 

Paradoxically, sterling's 


The threat of an American 
recession will not deter UK 
engineering companies, 
reports Charles Leadbeater 


strength the dnUay may 

c onfi rm the importance of estab- 
lishing production in the US to 
service US customers. 

Britain's entry into the 
wm i iimp * rate mechanism (ERM) 
means that companies wfll he 
able to supply continental 
Europe from a UK base without 
fear that trade will be badly dis- 
rupted by exchange rate move- 
ments. This will lessen the incen- 
tive to make acquisitions in 
wmiUhwiImI Europe. 

It is sterling’s strength against 
the dollar which wffl. really hit 
companies attempting to export 
to the US from a British false. 
Those exporters may well want 
to join UK cnmpnT»ip« which have 
already production in 

the US, thereby protecting their 
revenues from exchange rate 
movements. 

Even companies such as 
Smiths Industries — which 
already supplies 70 per cent of its 
US sales from American factories 
- may have to go farther. 

Mr Gerry Mortimer, the com- 
pany’s economic adviser says: 
a The exchange rate means that 
development projects in the UK, 
which are quite labour int en siv e, 
are operating on much tighter 
margins. In the long run, we may 
have to consider transferring 


more research and development 
work to the US." 

Not all sectors of the US econ- 
omy are turning down. Both 
Sr pithg industries and Lucas are 
heavily involved in the US aero- 
space industry. 

Although the financial pres- 
sures cm airlines — largely gener- 
ated by higher ftiel prices - are 
starting to cloud the outlook for 
civil aerospace, the industry is 
still welL 

In sectors such as aerospace 
and cars there are special factors 
which make it extremely unlikely 
British companies will withdraw 
from the US. They have been 
drawn there by long-term supply 
arrangements with customers 
they serve around the world. 

GKN, the automotive and 
industrial services group, has 
long-term supply agreements 
with Ford until 1996 and Chrysler 
until 1994. It has little choice but 
to manufacture in the US and 
wherever else Ford moves if it 
wants to maintain thia relation- 
ship. 

; ■ ■ GKN has man- 

aged partially to 
insulate itself 
from the down- 
turn in the overall 
market. It sup- 
plies plants 
owned by Toyota 

and HmHa w hich 

have not suffered 
the decline in 
sales of the Big 
Three US produc- 
ers, Ford, Chrys- 
ler and General Motors. An 
agreement with another Japa- 
nese manufac t ure r in the US is 
expected soon. 

Even in sectors where British 
companies are dealing more 
directly with consumers, the 
attraction of the US is still 
strong, tmt, the Birmingham- 
based engineering group, sees 
considerable benefits in having 
five US plants manufacturing 
drinks dispensers. 

Mr Boy Amos, chief e xecutive 
of IMT8 drinks dispenser division, 
says the US market for the 
machines is down about 5 per 
cent 

Like other British groups, how- 
ever, IMI is developing a more 
international approach to its use 
of manufacturing assets outside 
the UK. US plants will not be 
used just far the American mar- 
ket 

“With flatter demand in the 
US, the plants [there] are taming 
to exports, helped by the weak- 
ness of the dollar — to the Far 
East in particular, 1 * says Mr 
Amos. 

IMI also hopes that the reduc- 
tion in profits from its American 
trading operations win be offset 
by the way it has financed invest- 
ment through cheaper borrowing 
in the US. 
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IRI considers merger of 
Credito Italiano and BCI 


By Haig Sbnontan in Rome 

IBI,_ Italy’s large state-owned 
holding Company, is onnmdering 
whether to merge Banca Com- 
merrin'ln WaHana (BCI) and Cre- 
dito Italiano, two of the three 
“banks of national interest" it 
owns. 

BCS has assets of $8&6bn, the 
third biggest in Italy, while Cre- 
dito i talian o has assets of 
S75.2bn. the fifth biggest. A 
merger would make Italy's big- 
gest bank. ^ u 

The news follows confirmation 
that IRI will transfer ownership 
of Banco di Roma, the smallest of 
the big hanks under its control, 
to a new homing company major- 
ity-owned by the Causa di Rfapar- 
mio di Roma, Italy's second big- 
gest savings bank. 

The Rome Cassa is also 
believed to have played an impor- 
tant role in underwriting the 


recent L200bn ($176m) issue of 
new savings shares for Banco di 
Napoli, the big Naples-based 

Such a move, which has not 
been confirmed by the banks coor 
cerned, could point to one of the 
next steps in the current concen- 
tration and partial privatisation, 
of Italy’s fragmented banking 
sect o r. 

Banco di Napoli's future as an 
independent institution 1ms been 
call ed increasingly Into question 
on both strategic and capitalisa- 
tion grounds. However, while 
acknowledging that the bank 
may not be able to remain inde- 
pendent in the longer-term, 
senior political sources in Rome 
say that speculation about a link 
with the new “super-regional 
bank” being created in central 
Italy is premature. 


The Rome Cassa, which is 
already buying out the 49 per 
cent stake it does not already 
own in Banco di Santo Sphito, 
another fanner IRI-owned bank, 
will have 65 per cent of the new 
holding company while IRI will 
take a 35 per cent stake. The two 
will share management control. 

The new Instftntlnn wmi Wnl ng 
Banco di Roma, the Rome Cassa 
and Banco di Santo Sptrito will 
form the biggest bank in Italy, 
with over 800 branches and a 6 
per cent Share of the domestic 
market 

Bringing together BCJ and Cre- 
dito Itali a n o, both based in Milan, 
would form a powerful north Ital- 
ian counterweight to the new 
institution now planned for cen- 
tral Italy. - 

Both banks declined to com- 
ment On IRTs plwrw 


Examiner warns Goodman creditors 


By Kleran Cooke in Dublin. 

CREDITORS of Goodman 
International, Europe’s largest 
b eef processor, were warned yes- 
terday they must co-operate in 
preserving the core of the Irish 
company or they would suffer 
large losses from its liquidati on . 

Mr Peter Fitzpatrick, the 
Examiner in in August to 
investigate the company's affairs, 
outlined “the stark choices" fac- 
ing the 83 banks owed an esti- 
mated I£470m (¥827m) plus an 

additional I£ 180 m in various 
hank guarantees by Goodman. 

If its meat operations did not 
survive, liquidation of Goodman 
would give the banks “only 25p 
to SOp In the pound" he said in 
his report yesterday cm Goodman 
and 60 associated companies to 
the Irish High Court. 

“My p rincipal recommendation 
to the High Court is that the 
Group's core business is viable 
and can be rescued,” said Mr 


Fitzpatrick. Preliminary discus- 
sions with same banking credi- 
tors had shown that the chances 
of a rescue plan for the group 
were “reasonably good.” 

Mr Fitzpatrick’s plan centres 
on satisfying so per cent of the 
outstanding group debt of l£470m 
by the sale of assets - inctadmg 
a 13 per emit stake in the Beris- 
ford, the UK commodities con- 
glomerate, privately held by Mr 
Larry Goodman, head of Good- 
man International - and con- 
verting an elem e nt of bank debt 
into term loans, to be secured 
against g ro u p assets. 

The remaining I£235m of debt 
would be covered either by pay- 
ment of a debt owed by Iraq to 
Goodman International of 
I£167.7m or by the successful out- 
come of coart proceedings taken 
by Goodman International 
against the Irish government. 

The court action relates-to an 


Irish government decision late 
last year to withdraw govern- 
ment insurance covering Good- 
man exports to Iraq following the 
discovery of what the authorities 
described as certain "statistical 
discrepancies. ” 

Mr Fitzpatrick said that pro- 
posals to be made to creditor 
banks in relation to the Iraqi' 
debt would include the possible 
convention of hank Imim equiva- 
lent to the flTnrmrrt 1 of the debt 
into a form of share capital, capa- 
ble of being redeemed if the debt 
is repaid, or co n verted into ordi- 
nary equity If not. Mr Fitzpatrick 
said if there was no agreement on 
how to deal with the Iraqi debt or 
if the Goodman International 
court action against the govern- 
ment failed, then the company 
could not survive. He said he 
expected Mr Goodman to play a 
significant role in future of 
Goodman International. 


FIND YOUR WAY 
OUT OF THE 
E L O C AT ION MAZE 



A TOWN TRANSFORMED 


THE SIMPLE ANSWER TO YOUR RELOCATION PROBLEMS. 

Confect Newport Development Qffica on (0633) 246906 Fox (0633) 244727. 

Newport Development Office, Borough of Newport, Civic Centre, Newport, Gwent, NP9 4UR, Woles. 
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Brierley gains control of 
large UK hotels group 


By Andrew Bofger in London 

CONTROL of Mount Charlotte 
Investments, Britain's second 
biggest hotels group, has fallen 
into the lap of Brierley Invest- 
ments (BIL), the New Zealand 
company founded by the entre- 
preneur Sir Rod Brierley. 

BIL said yesterday it had 


Ing 52.5 per cent of the shares 
in Mount Charlotte for its cash 
offer of 73p a share, which val- 
ued the hotels group at £644m 
($1.25bn). Mount Charlotte 
shares dosed 6p higher at 72p. 

In a fittingly understated cli- 
max to what has been a 
low-key bid, BIL last night 
appeared uninterested in 
encouraging more sharehold- 
ers to accept its offer, which it 
declared nwwwuTItinnal Mr 


Paul Collins, BIL's chief execu- 
tive, said: “We always said this 
bid was opportunistic. Clearly, 
this price does not fully repre- 
sent the asset value." 

Mr Robot Fed, Mount Char- 
lotte's ehigf executive, said the 
BIL offer represented a 40 per 
cent discount to his group's net 
asset value of 122p a share. 

Most interest will now centre 
on whether, and on what 
ini r n it, Mr Peel and ins execu- 
tives will continue to run the 
gro up , as BIL has always said 
it wanted them to do. The 
Mount Charlotte board will 
issue a statement today. 

Mr Collins said last night: 
“Its absolutely business as 
usual as far as we are con- 
cerned. Robert is an integral 


part of the team." 

BIL launched its bid last 
month after acquiring a 10.1 
pa cent stake in Mount Char- 
lotte from the Kuwait Invest- 
ment Office. Since the New 
Zealand group already had 2&2 
per cent, the purchase obliged 
it to make an offer for the 
remaining shares. 

Mr Collins «aid at the start 
he would be happy with any- 
thing between 40 per cent and 
fall control of Mount Charlotte 
which, with nearly 14,000 
rooms in the UK, is second 
only to Trusthouse Forte. 

Concern about delays in 
asset disposals forced Mount 
Charlotte’s shares down to 57p 
before the bid was launched. 
See Lex 


UBF plans closer insurance link 


By Enrique Tessleri in Helsinki 


UNION Bank of Finland (UBF), 
one of the country’s two big- 
gest commercial banks, is con- 
sidering a plan for a new 
organisation which could forge 
closer links with insurance 
companies. 

Under Finnish legislation, an 
insurance company can only 
own 20 per cent of a Finnish 
bank, while a bank can only 
own 10 per cent of an insur- 
ance company. By farming a 
new parent company, which 
would be a financial services 
group, UBF and Insurance 
companies could bypass these 


ownership restrictions. 

Mr Ahti HLrvonen, 
said the new i services 

group would he called Unites, 
presently a brokerage company 
owned by UBF. It could merge 
with Finanssilaitos, a holding 
company through winch UBF 
and Sampo, an insurance com- 
pany, hold shares within Finn- 
ish industry. 

The move to merge with Fin- 
anssilaitos suggests the hold- 
ing ftfBnpany jg in finanrinl dif- 
ficulties, due to the sinking 
value of its share portfolio. 

The restructuring announce- 


ment by UBF follows a gfarflar 
move by Kansallis-Osake- 
Fankki, a UBF rival commer- 
cial bank, a few months ago. 

UBF also arninmired that as 
of January U 1991, the bank 
would be divided into two. 
Domestic hnwiHwg would be 
handled by Yhdyspankki, and 
its international operations by 
Union Bank of Finland Interna- 
tional. 

Finnish batiks are presently 
going through a shake-up to 
siflBii overheads while enhanc- 
ing profitability in the face of 
stiffening outside fni p pHtinn 


Anglo American sets up fund In Israel 

By Philip Gawtth In Johannesburg 


ANGLO American Corporation 
and associates have estab- 
lished a venture capital fund 
aimed at Identifying and devel- 
oping Israeli technology. 

The fund, AATKS Ventures, 
is Anglo's first investment in 
Israel. It will provide a vehicle 
by which technology can be 
brought into South Africa. 
AATKS will fund technology- 
based companies in Israel and 
help th«m penetrate European 
markets. 

Mr JaHan Ogfivie Thompson. 
Anglo American chairman, 
said: “That this country has a 
limited base of technology is 


well known. If we are to make 
significant strides in the indus- 
trial spheres, then we have to 
have access to foreign technol- 
ogy markets. AATKS affords 
us that opportunity." 

Mr Gideon Tolkowsky, a 
director of the management 
company of AATKS, said: 
“Investment in Israeli-related 
enterprises by international 
industrial groups can be 
extremely beneficial both to 
the industrial Investor, who 
can expect access to new tech- 
nologies as well as financial 
return, and to technology- 
based Israeli companies who 


often have few financing alter- 
natives open to them." 

The new investment will be 
monitored by the corporation’s 
technology and industrial 
development unit with the aim 
of id ent i fy i ng new business in 
manufacturing. 

Mr Ogflvie Thompson said 
developing industrial busi- 
nesses from grass roots 
remained an important part of 
Anglo’s plans. “For this rea- 
son, we need to keep abreast of 
the latest technological 
advances. The size of our 
group enables us to invest in 
what is a W ghdgfc venture." 


FN confirms 
Giat offer 
for bulk of 
its assets 

By Lucy Kell away 
in Brussels 

FABRIQUE Notionale Herstal, 
the almost bankrupt Belgian 
aims maker, yesterday con- 
firmed that it had received a 
partial offer from a French 
arms company for most of its 
industrial assets. 

In order to consider the 
offer, made by Groupement 
Industrial des Armements Ter- 
restres (Giat), FNs sharehold- 
ers yesterday voted to give 
themselves month to 

resolve how best to solve the 
company’s growing difficul- 
ties. 

The dtwdiing for agreement 
was meant to be yesterday, 
and had already been extended 
once because of the difficulty 
in meeting all the wwniitinna 
of a comnlicated rescue sack- 
age. However, it is generally 
accepted that If so agree- 
ment is reached by the end of 
the wMwith, there may be no 
alternative than to liquidate 
the company. 

The terms of the offs from 
Giat - which was known as a 
possible suitor for months - 
were not disclosed yesterday, 
but were thought to be 
broadly compatible with the 
terms of the rescue plan. 

One condition of this plan Is 
that FN finds an industrial 
partner to run the bulk of its 
activities. The rest of the deal 
binges on company being 
able to raise some BFrlSbn 
($4i8m) from banks and share- 
holders, and on reaching a 
deal with its trade unions . 

As the negotiations have 
dragged out, the 2,500 workers 
at the Liftge factory have 
become increasingly restive, 
and on Friday occupied the 
plant in response to rumours 
that Soddte Gdndrale de Belgi- 
que, the largest shareholder, 
was prepared to put the com- 
pany into liquidation. La Gen- 
erate has repeatedly aald no 
decisions had yet been nwite. 

Mr Joseph Labye, FN man- 
aging director, said «*!»? at 
FN, which specialises in light 
civilian and militar y arms «id 
munitions, had received a 
boost from the Gulf crisis. 
“Events in the Gulf have 
he lp ed , * he said. He declined 
to reveal the value of new 
orders generated by the Gulf 
exists, however, AP-DJ adds. 


Top Spanish banks’ profits 
reflect costs of deposit war 


By Tam Bums in Madrid 

SPAIN'S top banks, long-used 
to posting big rises In pretax 
prefits, are reporting somewhat 
chast e ne d flgnreB, reflaeHwg th e 
costs of a deposit war and loan, 
restrictions ordered by the gov- 
ernment as part of its economic 
austerity programme. 

Banco Central, Spain's sec- 
ond-ranked bank in terms of 
deposits, has raised pre-tax 
profits In the first pine mrrrTthc 
of this year by IS^ per cent to 
Pta70.7bn ($744 .^mj The figure 
was down on previous years 
but in keeping with the figures 
other leading banks nave 
reported recently. 

Central was, together with 


the gmaiipr ftwiM popular, the 
only ora* of Spain’s tTU>?T1 finan- 
cial institutions which 
refrained from the expensive 
deposit war that in the past 
year has lead other Spanish 
banks to offer interest rates as 
high as 145 per cent to lure 
new account holders. 

Popular posted profits of 
Pta3LQm at en&September, an 
18.2 per cent increase on its 
third-quarter results in 1989. 

Banco Santander, which ini- 
tiated the deposit cam; 


forcing moot of m»Hn 
to follow its i nitiative , reported 
Pta53.9bn profit for the third 
quarter, represent in g a ISA per 


cent increase on 3989- 
Banco Bilbao Vizcaya, 
Spain's largest bank, reported 
■ third-quarter profits Ql 
PialOQm. a KL3 per cent rise. 

One of Santander's main 
rivals in the battle to offer bet- 
ter returns for current account 
holders, BBV blamed the. 
increased cost of deposits for its 
comparatively disappointing 
results. 

. Third-quarter results last 
year yT» m g the top Span i s h 
hanks revealed, as they had 
done in previous years, profit 
faera ases in toe 2080 per cent 


TNT leaps 48% on revenue rise 


By Bruce Jacques in Sydney 

TNT, the Sydney-based 
international transport group, 
has shaken Off the w fffeftfl of 
last year’s prolonged Austra- 
lian pilots’ dispute and has 
begun the new financial year 
strongly. 

The company has declared a 
48 per cent surge in operating 
profits to A$22£m (US$175m) 
from A$15.0m for the quarter 
to end-September on a 7 per 
cent rise in revenue to 
A$l.l5bn from A$l.07bn. The 
interim dividend is unrhawp ^ 
at 3.75 cents a share. 

The result excluded abnor- 
mal profits, mainly currency 
changes, of A$22Am against 


losses of A <2. 2m previously, 
partially offset by losses of 
A$ltL8m transferred to the for- 
eign currency translation 
resave compared with gains of 
A$lltam previously. 

Mr F. W. Millar , ^wh - g****, 
detailed the first-quarter fig- 
ures at yesterday’s 
meeting where he warned that 
the outlook for the year had 
been clouded by the Gulf crisis. 

He said TNT was well-placed 
to expand, despite a likely 
slowing in the world economy 
because of its presence in 
Europe and the Americas. 

"Australia, however, may 
not be so fortunate,” he said. 


“The tight monetary policy 
Implemented by the Australian 
government. . . has slowed- 
business activity 

“Despite that slowing, prog- 
ress in freeing up the labour 
market, in bringing about 
improvements in industrial 
relations, in significantly 
reducing inflation, and in other 
areas of micro-economic 
reform has been far less than 
is required to pot this counter 
an the road to real progress. 

“This current year win be 
fflfflraitt. but we would expect 
to achieve aggregate results 
more or less compatible to 
those of last year." 


Concept forecasts loss of FFr500m 


By Wntlam Dawkins In Paris 

CONCEPT, France’s third 
largest software group, yester- 
day warned that it expects to 
lose FFrSOOm (898.6m) this 
year, a ter worse thaw expected 
swing from the FFrl40.5m net 
profit it reported in 1989. 

This Is tiie latest in a aaripg 
of setbacks for French high- 
technology companies and is 
mainly due to ™ Hiring costs 
of debts which Concept built 
up to make a series of ambi- 
tious acquisitions, Inclnriin g 
CCMC, a software group Con- 
cept took over two years ago. 

Concept has atew been hit by 
the costs of reducing staff 
numbers in response to 


its fffl rnwigtt ythflffc- 

Concept's shares were 
suspended last week when the 
COB, the Paris stock exchange 
watchdog; heard of the serious- 
ness of the group's position. 
Trading is to resume 

once the board has voted ana 
FFr900m capital increase called 
for by Altos, the hanking and 
in ve stm ent group which owns 
19.5 per cent of the group’s 
shares. 

Mr Olivier Spire, Concept 
group chairman, believes there 
is no need for what would be 
tte awvmd big ra qrifari inrroow 1 
in a year. The group should 
return to profitability next 


year, be said. But he w ar ne d: 
“We cannot completely Judge 
the impact of the current situa- 
tion, which could make life dif- 
ficult in the next tevj months.” 

The group will face FFriOOm 
of restructuring costs this 
year, mainly for the loss of 190 
fobs at CCMC, plus FFrTSm of 
financial charges. Sales are 
expected to foil slightly from 
FFriL3bn in 1989 to around 
FFtffon, said Mr Spire. 

Concept also revealed yester- 
day a first-half loss of FFrlfilm 
on turnover of FFrl.4bn, far 
worse than the FFr40m six 
monthly l oa ff it had estimated 
in early September. 


Friderichs 
appointed 
to board 
of Adidas 

By Andrew Haber 
In Frankfurt 

MB HANS Friderichs, tk» 
former West German Scuta, 
tes Minister, is to become % 
new supervisory board chair 
man of Adidas, the Gem^ 
sports equipment com! 
which has been bought b. „ 
■ Bernard Tapie. the Freneh 
financier. 

Mr Friderichs recently 
resigned as the supervisor* 
board chairman of Co op 
because he disagreed with tfe 
policy of selling parts of the 
troubled retail group rather 
than keeping it intact 
After losing DMKKlm <S8&a) 
last year, Adidas should bte^ 
even this year and return to 
profit in 3991, Mr Tapie said 
last week. Adidas has suffered, 
in common with other sportj 
shoe concerns, from tough 
competition In the Industry. 

Mr Tapie, who now has ang 
per cent stake in the Genaas 
company, will not take a seat 
on the supervisory board. Hav- 
ing paid DM440m for ^ 
shares, he will infect a further 
DMSOOm into the compasj 
through a capital increase. 

The chief executive of A* 
das, Mr Bene JSggi, has said a 
should achieve a turnover 
DM5bn in 1992. Last year, totri 
turnover, including licensing 
revenues, rose by 7 per centb 
DM4. 6bn. This included 
DM3.2bn, a slight rise cm He 
previous year, from Adidas's 
activities, including goods 

under the Pony label. 

• DG «*nk, the German co- 
operative bank, said it to 
talking to several interested 
parties about the sale of all of 
its 67.5 percent stake In Coop, 
Reuter reports. It added all 
bidders were interested In Off* 
frill stake. 

DG expected no objections 
from the German cartel office 
to any of the bidders. The anti- 
trust authority said no bids 
had been submitted for bis 
office to scrutinise. 

Share analysts said the 
attraction of a stake in Co opts 
its DM2bn total loss over tie 
past three years. Under Go- 
man law shareholders can 
deduct past losses of consoli- 
dated firms. Co op expects 
1990's operating loss to be 
DM150m after a DM25Qm toss 
in 1989. 



MS Cargo Van Holdings GmbH 


a company formed by 


The Morgan Stanley Leveraged Equity 
Fund II, L.E and Management 


has acquired 


Automotive Equipment Beteiligungs GmbH 

(a corporation organized under the laws of the Federal Republic of Germany) 


MORGAN STANLEY & CO. 

Incorporated 


v ■ 


. . October 1990 


Automotive Equipment Beteiligungs GmbH (AEB) 


and its subsidiary 


Cargo Van Fahrzeugwerke GmbH 


have been acquired by 


Morgan Stanley Leveraged Equity Fund n, 
L.P. and Management 


We acted as advisor to the sellers 


FRANKFURT 
m=r CONSULT 


Gesellschaftfur BeteiligungsvermrttJung und 
Fusionsberatung mbH 


A member of the BHFBANK group 


October 1990 
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Nomura Thinks... 

Outlook for Japan's economy and stock market-from Tokyo 
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PWoes on the Japanese stock market have been experiencing a serious fall since the beginning of the year. Is the Japanese economy fadnga 
dark future? 

Since 1949, when trading was resumed on the Tokyo Stock Exchange, the market has recovered from three similarly dramatic 
downturns — a drop at 51.8% in 1950; one of 44.2% in 1965; and one of 37.4% at the time of the first oil shock in 1974, when New 
York's Dow Jones Industrial Average plummeted 45%. The recent decline of over 4096 is indeed of historic significance. However, the 
Japanese economy continues to record steady growth. Nomura Research Institute predicts that Japan' s economy will follow up real 
economic growth of 5.1% in 1988/89 with healthy growth of 4.8% in 1989/90 and 4.0% in 1990/91. Despite the Bank of Japan's 
monetary restraint to keep the increase of consumer prices below 3%, strong investment in plant and equipment will lead to further 
expansion of domestic production. Also, corporate profits will continue to show hi gh growth — in 1990 profits for the companies that 
compose the NRE350 are expected to increase fen* the fourth consecutive year. 

Can Japanese firms maintain their competitive edge given the rise in oil prices? 

Japanese firms have been trying to maintain high profitability by improving their finanrial structures. At the same time, they have 
been promoting development in high technology $7 increasing investment in plant and equipment and R&D expenditures. Japan 
holds 30% of the world* s market share for capital goods and the number of new patent lustrations in Japan is now more than triple 
those in the US and Germany. Since the 1960s, Japan has maintained an investment ratio of over 20%, which is substantially higher 
than the corresponding figures for the US and West Germany. (Investment ratio is defined as fixed capital formation as a percentage 
of GNP and is considered a major dete rminant of future international competitiveness.) In addition, Japanese firms have devoted 
major efforts to globalizing their production while maintaining healthy growth. These foots farm the basis of Japan’s strong 
international competitiveness. 


Isn’t . the Japanese economy particularly sensitive to a rise in oil prices, as has been the case in die past? 
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, 03 imports, including petroleum products, as a percentage of GNP have declined over the long term as Japan has advanced 
energy-saving technofogy ; it dropped from 4.6% in 1974 at the time of the first oil shock and 5.4% in 1980 when the second shock hit, 
to 1.1% in 1989. The rate of inflation has continued to decline, falling from 23.3% in 1974 to 7.8% in 1960, and it is expected to be 2.8% 
in 1990. Rises in ail prices no longer greatly affect consumer prices. Even with oil prices at $30 per barrel, Japan would record a 
• balance of trade surplus of $43.3 billion in 1990/91, and real GNP would register growth of 33% (at $20 per barrel, real GNP would 
grow 4.0%). As for corporate profitability, the growth of pretax profits of the NR1350 companies would continue. This contributes to 
our conclusion that Japan has been one of the most successful countries in shifting to a more energy-efficient production system. 
When we compare how the rise in oil prices affects the economies of major countries, Japan ranks second only to Australia in terms 
of r esistance (The Economist, September 1, 1990). However, when we calculate the rates of decline in stock prices from August 1 to 
October 11, Japan's figure is 26 l 8% while Australia's is 15.5%. The rate for Japan is also greater than West^Germany^24fi%<fifth in- 
terms of resistance) and the 18.4% of the US (seventh). Apparently, the Japanese economy still has the image of being particularly 
^vulnerable to rises in ail prices. “ T ' _ ' ' . . 7;- 

In the past, Japan’s P/E ratio was quite high. What is the current level? 

When Japanese stock prices peaked at the end of last year, the P/E ratio was over 60. Now, however, Japan’s P/E ratio has declined 
as a result of the fall in stock prices, the rapid increase in interest rates and conflict in the Middle East Before becoming a creditor 
nation, Japan’s P/E ratio was approximately 22 times that of the US. Today Japan’s P/E ratio has returned to a similar level, at 2.01 
times the US P/E ratio. It has often been said that Japanese stock prices are high when compared with other markets on a P/E ratio 
basis. But from a historical perspective, it can be argued that this year's plunge of the Nikkei Stock Average by over 40% to the 
20,000-plus level has gone too far. 


Q 

A 


Japanese interest rates have always had a great influence on stock prices. What is Nomura’s view? 

With the consecutive increases in the official discount rate, market interest rates have reached the 8% area. If we compare the yields 
of the Japanese Government Bond and the ten-year US Treasury Bond, we find that the difference is approximately 1%. However, 
given lower inflation in Japan than in the US Japanese real interest rates are now higher than those of the US. This might lead to a 
slowdown of economic growth. Thus it appears that Japanese interest rates will peak out and begin to decline between now and 
December, with some arguing that a further decline will occur towards mid-1991. Currently, there is a trend towards investment in 
financial assets with fixed, rather than variable, interest rates. Private investors have already begun to shift their funds to 
medium-and long-term financial assets. This can be considered to reflect investors* expectations that interest rates will not continue 
to climb. 

What are the prospects for the yen *s exchange rate? 

The current upsurge of the yen can be attributed to three main factors; 1) the rise in Japanese interest rates, which has led to a 
reversal of the real interest rates between the US and Japan, resulting in capital inflow into Japan; 2) the fear of a recession in the US 
and the corresponding expectations of monetary easing there; and 3) the increased resistance of the Japanese economy to higher oil 
prices. On balance, it could be argued that the current yen rate will be sustained. 


Japanese Economic Outlook for 
Fiscal 1990/91 
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Settlement 
near in 
Canadian 
steel strike 

By Robert Gibbons 
in Montreal 

A STRIKE that has shot down 
nearly half of Canada's 
primary steelmaking capacity 
for three months is close to 
being resolved. However, lay- 
offs and early retirements may 
follow as recession bites into 
North American sled demand. 

S telco, the second biggest 
producer, has signed a tenta- 
tive agreement covering 6,000 
workers at its wiain Hamilton 
plant near Toronto. The 
pattern will apply to Stelco's 
other plants in eastern Canada. 

If the terms are ratified, as 
strongly recommended by lead- 
ers of the United Steelworkers' 
union, the deal should also 
lead to peace at Algoma Steel, 
a subsidiary of Dofasco, the 
biggest producer. Dofasco is 
not unionised. 

The Stelco deal includes a 
basic annual 6 per cent to 7 per 
cent pay increase. Including 
Indexation, over three years, 
pension indexing, limits to con- 
tracting out and productivity 
incentives. But Stelco has not 
given any total employment 
commitment. 

• Placer Dome has reached a 
tentative deal with the United 
Steelworkers to end a six- 
month long strike at its big 
Dome gold mine in northern 
Ontario. 


General Cinema in $240m 
Neiman-Marcus offer 


By Nikki TaR in New York 

GENERAL CINEMA, which 
recently sold its share stake in 
Cadbury-Schweppes of the UK, 
yesterday announced a $240m 
offer to buy out other 
shareholders in Neiman-Mar- 
cus, the US department store 
group. 

Tim General Cinema offer is 
worth $14.40 cents per Neinian- 
Marcus share, and the 
company share price 
responded by jumping $3% to 
$14% in early New York 
trading. 

Neiman-Marcus, whic h ta kes 
in more than 20 department 
stores under its own name, as 
well as the Bergdorf Goodman 
outlet in New York, and a 
chain of Contempo Casuals 
fashion stores, was spun-off by 
Carter Hawley Hale in 1987, 
with General Cinema coming 


in as a major shareholder. 

At present, out of the 32.7m 
Neiman-Marcus shares in 
issue. General Cinema owns 
l&3m with the general public 
holding 16.4m. 

However, General Cinema 
also bolds a tranche of convert- 
ible preferred stock in Neiman- 
Marcus, which - if converted 
- would take its total equity 
interest to about 60 per 
cent 

The merger deal has been 
approved by both companies. 
General Cinema has more than 
$L5bn of cash in hand, follow- 
ing the sale of its soft drinks 
bottling operation in March 
1989 and the placing of its 
Cadbury stake. 

However, the deal wfll still 
leave General Cinema with 
each resources of $L3bn, which 


it says will be deployed “to 
purchase at least one addi- 
tional major operating busi- 
ness." This, it says, is likely to 
be outside the speciality 
retailing field. 

General Cinema is known to 
have been looking for potential 
acquisitions for some time and 
expressed interest in Saks 
Fifth Avenue, when the US 
store group was put up for sale 
by BAT Industries of the UK- 

Some analysts predict that 
General Cinema, with a fond- 
ness for counter-cyclical 
investments, will aim towards 
low technology consumer 
industries. 

Mr Hugh Zurkhulen. analyst 
at Salomon Brothers, esti- 
mated the terms to be worth 
&S times projected cash flow in 
fiscal 1991. 


Du Pont and Teijin in joint venture 


By Karen Zagor in New York 

DU PONT, the biggest US 
chemicals company, said yes- 
terday it would farm a joint 
venture with Teijin of Japan to 
make and sell polyester film 
for audio and video uses. 

The venture will focus on 
Europe, the US and other mar- 
kets, excluding Japan. Both 
companies will have an equal 
stake. Da Font says it is the 


first joint venture involving 
polyester film between a US 
and Japanese company. 

Production will initially be 
from Du Pont’s Luxembourg 
factory and a second facility, 
which should be fully opera- 
tional by late 1992, wifi be built 
in the US. The companies are 
expected to invest about $ 200 m 
in the venture by the *"d of 


1992, and it is expected to have 
worldwide sales of more than 
$130m next year. 

The companies will develop 
polyethylene naphthalte (PEN) 
high-temperature film for a 
number of applications, includ- 
ing motors and capacitors, and 
wm sell the film for audio and 
video tape uses. 

end s 


Notice 

Shimano Industrial Co., Ltd. 

(the “Company”) 

Bearer Warrants to subscribe for 
shares of common stock of the Company issued with 

US. $50,000,000 

3% per cent. Guaranteed Notes due 1992 

and 

U.S. $200,000,000 
5 per cent. Notes due 1994 
Adjustment of Subscription Prices 

Notice is hereby given that with respect to the issuance of new shares 
for free distribution authorised at the meeting of the Board of 
Directors of the Company held on 23rd October, 1990 the 
shareholders appearing on the register of shareholders of the 
Company as at the dose of business on 20ch November. 1990 (Japan 
time) will be allocated one (1) new share for each ten (10) shares 
owned, and as a result of such authorisation of free share 
distribution the subscription prices for the captioned two warrants 
shall be adjusted as follows: 

L Warrants issued with U.S. S50.000.000 
3Yi per cent. Guaranteed Notes due 1992 
Subscription Price 

before adjustment: Yen 903.10 per share 

Subscription Price 

after adjustment: Yen 821.00 pershare 

2. Warrants issued withO-S. $200,000,000 
S per cent. Notes due 1994 
Subscription Price 


Yen 2^29.00 per share 
Yen 2^71.80 per share 


before adjustment: 

Subscription Price 
after adjustment: 

Effective date of 

the above adjustments: 21st November, 1990 (Japan time) 

SHIMANO INDUSTRIAL CO., LTD. 
3-77, Onnatsucho, Sakai. 

Osaka, Japan. 

By: The Daiwa Bank. Limited 
as Principal Paying Agent 


31st October, 1990 


US$100,000,000 

Floating rate participation certificates due 

1992 

issued by Morgan Guaranty GmbH far the purpose of matting a 
loan to 

Istituto per lo Suiluppo Economico dell'ltalia 

Meridionale 

(a statutory body of the Republic of Italy Incorporated under 
Law No. 29S of April 1 1 1953) 

In accordance with die terms and conditions of die Certificates, 
the rate of interest for the Interest Determination Period 
31 October 1990 to 30 November 1390 has been fixed at 8%. 
Interest accrued for the above period and payable on 
31 January 1991 will amount to US$66.67 per US$10,000 
Certificate. 

Agent: Morgan Guaranty Trust Company 
JPMorgan 


MITSUI TAIYO KOBE 
ASIA LIMITED 

(Formerly Mitsui Finance Asia Limited) 
(Incorporated in the Cayman Islands) 

US$150,000,000 

Guaranteed Floating Rate Notes 1997 

In accordance with the provisions of the Notes, notice 
is hereby given that for the three month period. 31st 
October, 1990 to but excluding 31st January, 1991 the 
Notes will carry an Interest Rate of 814% per annum. 
Coupon wfll be US$210.83 on the Notes of USSIOJXM. 

Mitsui TAiyo Kobe Trust 

iNTEBNAriONAl LlMiTEd 

Agent Bank 


CITICORP BANKING CORPORATION 

USSSOjOOOflOO Hoofing Rota Nofos due Jdy 29, 1991 
Malice is hereby given that the Rato of Wared for Jha period 
October 31, 1990 to January 31, 1991 has boon fixed at 8.075% 
oral tffotHwkilerejtpciyaWe on the relevanf Merest Payment 
January 31, 1991 ogt^CouponNo. 18inrespectofUS510,000 
nominal of the Notes will be US$206.36. 


October 31, 199% London 
By.Gffoank. NA (CSSI Dept.), Agent Bank 


OTIBANO 


BENETTON 
GROUP SpA 

s company with registered offices In Ponzano Veneto (TV), 
ferfy; Via Vflla Mine*. 1; 

an authorized stock capital at Lit. 93.380.212.500 
a paid-in stock capital of Lit 81,778402400; 
registered at No. 4424 at itie Companies Registry at the Court at Treviso 

HALF-YEARLY REPORT 
JANUARY-JUNE 1990 

Notice is hereby given that Benetton Group 
S.p.A.’s Half-Yearly Report on the Company 
and Group performance as of June 30, 1990 
may be obtained on request from: 

- the Company or 

- any of the Italian Stock Exchanges. . 


Benetton Group S.pA 
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Wells Fargo & Company 

US$150,000,000 
Floating rate subordinated 
notes due 1992 


In accordance with the 
provisions of the notes, notice 
is hereby gioen that for the 
Interest period 31 October 
1990 to 30 November 1990 die 
notes mill cany an Interest 
Rate of 80375% per annum, • 
Interest payable on die 
relevant interest payment date 
30 Nocember 1990 will 
amount to US$66.98 per 
USS 10,000 note. 

Agent Morgan Guaranty 
Trust Company 


JHPMorgan 


U.S. $100,000,000 

Allied foish Banks Pfc 


aoaM 


Subordinated Primary Capital 
Perpetual Hosting Rata Notes 

In accordance with the provisions of 
the Notes, notice Is hereby given, that 
for the three mont hs Interest Period 
from October 31. 1990 to January 31. 
1991 toe Notes wia cany an interest 
Rate of per annum. The interest 
payable on the relevant interest pay- 
ment da le January 31. 1991 against 
Coupon No. 22 wiH be U.S. S217-22 
and U.S. $5,430.56 respectively far 
Notes in de no minations of U.S. 
$10,000 and U.S. $250,000. The sum 
or U.S. S217.22 wfll be payable per 
U-S- 510,000 principal amount of 
Registered Notes. 

By: The CtaaKutotlte Bisk, UL i 

taaitai. mwin.iuk 
October 31. 1990 


CIV AS 10 L1MTED 
UAtieQANAOO 

Seemed neatbiB Iteie Notes due 19K 

Ireweat Rate Ml* pa intsmx Period 

October 31, 1990 to April 301 1991. 

tn»«* Payable per USSUXUm Note 

U8SS.127.ei. 


October 31. 

By Otter*. NA. 


OepeJtAgwKBar* 


Wells Fargo & Company 

US$200,000,000 
Floating rake subordinated 
notes due 2000 

In accordance with the 
provisions of the notes notice 
is hereby given that far the 
Interest period 31 October 
1990 to 30 November 1990 the 
notes will carry an Interest 
Rate o13‘/k% per annum 
Interest payable on the 

relevant interest payment date 
30 November 1990 will 
amount to USS67.J9 per 
US$10,000 note and 
US$335.95 per US$50,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


CORPORATE 

SECURITY 


The FT propose s to pnbSsb 
this survey on December 13 
1990. It wfll be of particular 
interest to the tens of thou- 
sands of Directors & 
Managers who make deei- 

sioos regarding the purchase 
of security services who are 
also regular FT readers. If 
you want to reach this 
i m portant audience, call Jes- 
sica Perry on 071 873 4611 
or fax ou 071 873 3062. 


HNANCIALUMES 

■ UaOPI I BUtINHl NtWtMKI 


crncoRPQ 

U.S. $350,000,000 

Subordinated Floating Rate Notes Due November 27, 2035 

NeSco is hereby giver ftat rite Rato of kflerest has boon fond at 
0X075% m respect of the Original Notes and 8.1 25% in raped of the 
Enhancement Notes, and that the intere st payable on the rele van t 
Payment Date N ovem ber 30, 1 990 qgairat Coupon No. 61 in 
at US$10,000 nofflind of *e Notes w2be US$66.93 in raped 
Original Notmcmd US$67.71 h respect of die Enh an cement Notes. 


, October 37, 1990. London 
iByrCBbankNA. (CSSI Deptj. Agent Bank 


CITIBANCG 


Boeing soars 
56% as sales 
volume rises 
to $7.18bn 

By Martin Dickson 
in New York 

BOEING, the world's largest 
co mme rcial aircraft manufac- 
turer, has announced a 56 per 
cent leap in third-quarter 
earnings, doe mainly to higher 
sales volume and better oper- 
ating margins on commercial 
aircraft. 

The company also 
announced formal board 
approval for the manufacture 
of its new wide-bodied, twin- 
engine aircraft, the 777. 
United Airlines of the US 
placed the first order for the 
new jet, worth $22bn, earlier 
this month. 

In the third quarter the com- 
pany produced earnings of 
S378m, or $1.10 a share, com- 
pared with S242m, or 70 cents 
a share in the same period last 
year. Sales rose from $&36bn 
to $7.18bn. 

In the first nine months 
earnings totalled $1.07bn, or 
$349 a share, against $896m, 
or $249 a share in the samp 
period last year. The 1889 fig- 
ures incorporated an account- 
ing rliange. 

The company said that 
based on current programmes 
and schedules, 1990 sales were 
projected to be in the $27.5bn 
region. 

Commercial jet transport 
sales in the fourth quarter 
would be somewhat below the 
previous two quarters due to 
fewer deliveries and the model 
mix of the deliveries. 

During the third quarter 13 
customers placed orders for 83 
commercial jets and 10 Dash 8 
commuter aircraft valued at 
SS.lbn. That compared with 
orders for 134 jets and 22 com- 
muter aircraft, worth $ 5 - 6 bn, 
in the same period last year. 

Boeing's firm backlog of 
unfilled orders was worth 
$86.3bn at September 80, 
compared with $80.6hn at the 
end of 1989. 

Mr Frank Sfarontz, Boeing’s 
chairman, said losses on Boe- 
ing's defence and space busi- 
nesses would be substantial 
this year, but they were expec- 
ted to be lower than last year. 

Operating results should 
improve in 1991 and subse- 
quent years, following the con- 
solidation of the two busi- 
nesses and progress on cost 
and scheduling problems with 

g n v m unpnt contracts. 


Bain & Co to 
shed 213 staff 
due to downturn 

By Alan Friedman 

in New York 

THE WEAKNESS of the US 
economy has forced Bain & Co, 
the Boston-based management 
co n sultancy firm, to let go 213 
professional staff, a reduction 
amounting to 17.4 per cent of 
Its total workforce of 1 , 220 . 

The management consul- 
tancy also said that the owner- 
ship of 70 per cent of the com- 
pany will be transferred from 
a group of eight original own- 
ers Including Mr William 
Bain, the chairman and 
founder, to a broader group of 
70 executives. 

Mr Bain declined to disclose 
financial trams of the transac- 
tion other than to co n firm that 
it does represent a share sale. 
He described the deal as the 
equivalent of admitting new 
partners to a law firm, but 
said he would still retain a 
personal minority stake in the 
company. 

Bain would not say whether 
it Is making profits or losses. 


Oil producers try to clean 
up their public image 

Alan Friedman on attempts to restore customers* 
confidence following recent jumps in petrol prices 


U S oil companies, sensi- 
tive to charges of profi- 
teering, are felling over 
themselves to persuade the 
American public that they are 
not myusdflably raising petrol 
prices on the bade of the large 
rise in crude oil prices since 
Iraq’s invasion of Kuwait 
The industry’s image has 
been going steadily downhill 
since the Exxon Valdez oil spill 
disaster in Alaska last year. 
But its protestations have been 
borne out by its latest figures. 

The third-qtmrter profit and 
loss accounts of 18 leading US 
petroleum companies show 
that total operating income 
(net profits from continuing 
operations before non-recur- 
ring charges) was little 
changed year-on-year. 

Companies such as Mobil. 
Chevron and Shell - respec- 
tively the second, fourth and 
sixth biggest US companies - 
each suffered a drop in third- 
quarter income, due to their 
inability to pass Increasing 
costs of crude oil on to the 
consumers of refined products. 

However, US petrol and 
home heating prices have been 
rising when demand for pre- 
mium petXOl is dftRMntnp. And 
a 5 cent excise tax per gallon of 
petrol will come into effect on 

December 1 as part of the pack- 


S *e to cut the US budget defl- 
t So the oil industry is 
touchy about the impact 0 f the 
Gulf crisis on consumers. 

Mr Frank Richardson, presi- 
dent of Shell, the US ann of the 
Royal Dutch/Shell group, last, 
week said that Shell's petrol 
refining and marketing divi- 
sion lost $84m in the two 
months after the invasion. 

Today, Texaco launches a 
multi-million dniiar education 
campaign on energy conserva- 
tion “to benefit the nation and 
the individual consumer in 
today's energy environment". 

Yesterday, Mr Charles 
DEBona, president of the Amer- 
ican Petroleum institute (AFD, 
the industry’s main lobbying 
arm in Washington, pounded 
home the message that the 
companies “have acted with 
restraint in the pricing of gaso- 
line". 

Mr DiBona was deployed in 
the Rockefeller Centre, with 
coffee, muffins and statistical 
charts, to defend the industry. 

Mr DiBoma said the spread 
between crude oil costs and 
what American consumers 
paid for petrol during the third 
quarter was one of the lowest 
in decades. He also argued that 
average US petrol prices rose 
by 27 cents pm* gallon between 
July SO and October 15, com- 


pared with 71 cents a gallon fo 
Japan and between 46 and 58 
cents in western Europe. 

The API president denied 

vociferously the claim that US 

petrol prices rose instants-, 
neously as crude prices 
jumped, saying that petrol 
prices bad so lar risen by only 
60 per cent of the increase in 
crude costs. 

Mr DiBona found it more dif- 
ficult to explain the jump in 
home heating oil prices, which 
have risen by 90 per cent of the 
price jump in crude oiL Mr 
Philip Dodge, an oil analyst at 
Nomura Research in New 
York, did not find it so hard. 
He said the industry found it 
easier to push up prices of fuel 
nil than those of petrol because 
winter was on and con- 

sumers In much of the US 
could not alter their consump- 
tion of beating oiL 

Mr DiBona would not be 
drawn on the subject of how 
quickly the latest jump in 
crude costs would be passed on 
to consumers. Wall Street ana- 
lysts say this is likely during 
the fourth quarter of 1990 and 
the first quarter of next year. 
The only thing everyone seems 
to agree on is that if there is a 
shooting war in the Gulf the 
current round of statistical 
debates will be moot. 


Alexander & Alexander 
at $12m In third quarter 


By NIMd TaK in New York 

ALEXANDER & Alexander, 
the world’s second largest 
insurance broker, yesterday 
reported after-tax profits of 
yigra in the third quarter, to 
the end of September. 

The figure compares with 
$9.lm in the corresponding 
period of 1989. 

For the first nine months, 
A&A now shows a profit of 
$31 9m at the post-tax level, or 
86 cents per share. This is sig- 
nificantly below the $46.4m, or 
$1.15. seen at the same stage a 
year earlier. 

However, A&A points out 
that the 1989 figures were 
boosted by 34 cents per share 
from property sale gains and 
the settlement of cer tain pen- 
sion obligations. 

. Operating revenues rose 
from $298m to $336. 6m in .the 
third quarter, while operating 


income - after a 7 per cent 
increase in expenses - 
increased to $24.6m ($l4-4m). 

The company attributed 
much of the third-quarter 
advance to new reinsurance 
and consulting business, plus 
hi ghw investment hwwno- 
It also said that foreign 
exchange rate movements 
proved helpfuL 

• Toys *R’ Us Japan plans to 
open a 3,300 sq.m store in 
Osaka in Japan in November 
next year, in spite of opposi- 
tion from local toy retailers. 
Renter reports. The outlet 
aims at fl™ml sales of Y2bn_ 
Toys *R* Us Japan, 80 per 
centowned by Toys “R’ Us of 
the US and 20 per emit by the 
local irnlt of McDonald's, plans 
to open about 100 stores in 
Japan over, the next Ifl 
years, r " • — • ■ 


Digital buys Data Logic’s 
systems integration business 


By Clara Pearson 

DIGITAL Equipment, the US 
computer manufacturer, is 
buying the financial systems 

integration business of Data 

Logic, one of the UK subsid- 
iaries of Raytheon, the US 
electronics company, for an 
undisclosed sum. 

Data Logic’s division 
employs more than 100 people 
mainly in the UK aifhong h its 

systems are used in. about 30 

banks across Europe. Digital is 

taking over all employees, 
suppor t of already installed 

systems and existing customer 

contracts. 

The deal comes In the wake 
of a big downturn in invest- 

men t in trading systems over 
the past few years. 

Digital has a bigger interna- 
tional presence than Data 
Logic in the markets for such 

systems, operating in about ISO 


financial centres worldwide, 
hi employee terms, the divi- 

sion accounted fix- about 20 per 
cent -of the total staff of Data 
Logic, which achieved turn- 
over of about £38m last 


Data Logic’s remaining busi- 
nesses include consultancy, 
executive information systems 

and defence and security 
systems. 


NEWS IN BRIEF 


Japan airline 
lifts profits 39% 

NEW AIR routes and an 
Increase in flight frequency 

helped lift earnings for AH Nip- 

pon Airways (ANA), the Japa- 
nese carrier, in the six months 
to September 30, writes Mar* 

tina Cannon in Tokyo. 

Pre-tax profits rose 39 per 
cent to Y27.2bn and revenue 
Increased 9.S per cent to 
Y379bn ($3bnX compared with 

file year-ago period. However, 

the company's estimate for pre- 

tax profit for the year to 
31 is ll per cent down on fiscal 

1988, to Y28bn, due to concern 

over increasing fuel costs and 

higher interest rates. 

■ JARDINE Matheson Hold- 

ings, the Hong Kong-based and 
Bermuda-domiciled property- 

^re tailing group, last night 

announced t ha t dealing in its 

shares on the Australian Stock 

Exchange was expected to 

begin tomorrow, writes John 

Elliott in Hong Kong. This fol- 

lows the shares being admitted 
to the official list of the 
exchange. The move is part of 
the group’s plan to broaden its 

corporate base outside Hong 

Kong in advance of the colo- 

ny’s return to Chinese sover- 
eignty in 1997. 

Enron Power Corp, the US 
company, reported a 48 per 

cent jump in third-quarter rev- 

enues to $314bn from $2.i2bn 
in the year-ago period, but lit- 

tle change in net profits, $l4m 
against $13.4m. Earnings per 
share were IS cents against 14 
cents. 


U.S. $115,000,000 
Elders Finance Limited 
Floating Rats Notes due 1992 

For the interest period October 31, 
1990 to Aprfl 30. 1991 the Notes 
win carry an interest rale of 
8.3% par annum. The Interest 
payable on the relevant interest 
payment date Aprfl 30, 1991 will be 
U.S. $4,173.06 per U.S. $100,000 
Nominal Amount 

^ntQreaiatasaBte.U. 

LssfaMprifa* O 

October 31, 1990 


Wells Fargo & Company 
S60.000.000 

Floating rate subordinated 
notes due January 1994 


In accordance with die 
provisions of the notes, notice 
Is hereby given that for die 
Interest period 26 October, 
1990 to 28 January, 1991 Hie 
notes will carry an Interest 
Rale of 14% per annum 
Interest payable an the 
relevant interest payment dale 
28 January, 1991 will amount 
to £18527 per 55,000 note. 

Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


CHEMICAL NEW YORK COBP 

US$30Q4WM)00 FLOATING RUSR, 
SENIOR NOTES DDE 1999 
In eeeardsnee with provisions aftbe 
Ncfcs, mbcsj» hereby given that fartta 
interest period tram 31 October 1990 to 
30 iferember 1990 the Notes carry an 
interest rate of 8% per man, 

The inters* payable on the referee* 
interest psymeot date 30 VamtAer 1990 
agsinst coupon no 72 will be USS6&S7 
par US*UyX» Note. 

ObhcmBhk 

Apart Bank 


U.S. $100,000,000 

FIDEUTY FEDERAL 

SAMNGS ANO LOAN ASSOCIATION 

Collateralized Floating Rate 
Notes Due 1992 


Interest Rate 

Interest Period 

Interest Amount per 
US. $100,000 Note due 
31st January 1991 


836% 


per annum 


31st October 1990 
31st January 1991 


U.S.$2JJ76U39 


Credit Suisse First Boston Limited 
Agent Bank 


VENTURE CAPITAL 

The Financial Times proposes to publish this survey on: 

26th NOVEMBER 1990 

For a full editorial synopsis and advertisement details, please contact 

ROBERT FORRESTER 
on 071-873 3306 

or write to him at: 

Number One 
Southwark Bridge 
London SE1 9HL 


FINANCIAL TIMES 

(uawri sufaNiit pwww.rX 


i 
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INTERNATIONAL COMPANIES AND FINANCE 


Hunter finds challenge in fast-moving deals 

John Thornhill and Terry Hall on the significance of Hugh Fletcher’s latest acquisition 


I n his spare time Mr Hugh 
fleteher. the chief execu- 
tive of Fletcher Challenge. 
New Zealand's largest com- 
pany hunts hares. There are 
nofoies in his native country. 

iSST week Mr Fletcher 
proved he also enjoys chasing 
fast-moving business prey as 
bJT sealed a deal with British 

Petroleum' to buy its New Zea- 
l and pwr production interests 


With one blow, the move 
^ff wnadTletcher Challenge’s 
dominance of New Zealand’s 
on and gas- flector. ft also bol- 
stered Its position as the coun- 
try’s MggMt business, account- 
ing for almost a quarter of the 
stock market’s capitalisation, 
and added to Mr Fletcher’s 
considerable re p utation as a 


The move is farther evidence 
of the drastic reshaping at FCL 
in the last decade. The com- 
pany, whose activities were 
prertoustf'donfined to New 
T eniand by/tbe country’s capi- 
tal laws, was a “fairly intro- 
verted and product diverse” 
business -at the banning of 
the decade, according to Mr 
Fletcher. • .. .. . 

Since the capital laws wore 
changed, however, FCL has 
expanded 'heavily overseas, 
devehjging a range of pulp and 
paper, energy, and construc- 
tion boBinwses in North and 
South America and Europe. 

FCL fa perhaps best known 
mBuropeior snatching control 
of UK Paper from the clutches 
of Mets&Seria, the Finnish for- 
ests products company, in a 
£399m (S58£h) takeover at the 
start.flf-thfagyear. 

“There is- the Hannibal 
instinetto go over the nest 
mountain ranee. I have no 



Hugh Fl etche r: “A good local company will beat a foreigner” 


problems in admitting that 
there is a bit of that Compa- 
nies must have cultures and 
should be black and white 
we have a growth-oriented cul- 
ture,” Mr Fletcher says. 

The 1980s also saw a whittl- 
ing down of FCL’s product 
diversification and selective 
expansion within its few cho- 
sen fields. “We divested a lot of 
small entrepreneurial busi- 
nesses and went for the heavy 
industrial end of things,” Mr 
Fletcher says. 

FCL was barely involved in 
the energy industry until two 
years ago when it fought a 
bruising b ehind-th e -scenes bat- 
tle with British Gas to buy the 
farmer state-owned enterprise 
Petrocarp. 

FCL now acknowledges that 


it bought the government’s 
interests In 1988 at a knock- 
down price and in the face of 
steadily finning International 


In September it reported that 
its earnings Cram its energy 
sector would be NZ$100m 
hi gher thanks to hi gher spot 
prices than in 1989. Total earn- 
ings from its energy interests, 
in New Zealand and Canada, 
contributed NZ$157 Jm to the 
group’s net profit of NZ$862.4m 
m the Jnne 30 year. This con- 
tribution will be sharply 

hi gher thin year. 

Its luck in buying govern- 
ment assets continued. In 
June, the government paid 
FCL NZ$203m to take the syn- 
faels - gas to oil conversion - 
plant off its hanriw, This bad 


cost the previous national gov- 
ernment NZ$SLlh to build. In 
August, Japan’s Mitsubishi OH 
announced it wanted to buy 
25,000 tonnes of synthetic gaso- 
lene from the plant. 

B«taihn«iithg its dominance 
in the sector has been costly, 
and is causing concern among 
New Zealand’s consumers. FCL 
spent NZ$521m buying the gov- 
ernment's 70 per cent holding 
in Fetrocorp, and bought out 
remaining shareholders at 175 
cents a share. R is paying BP 
NZ$290m for its 18.75 percent 
stake in M au i, th«r NZ gas field, 
lifting Its Interest to 68.75 per 

Under the complex swap 
arrangement to acquire syn- 
fuels in June, FCL ended up 
spending NZ*4lm to assure 
Itself df gas supplies until 2009 
after absorbing the synfuels 
plant Its subsidiary Petrocorp 
bought the Crown’s 75 per cent 
interest in the New Zealand 
Synthetic Fuels Corporation, 
which greatly facilitates the 
use of gas at Fetrocorp’a meth- 
anol plant. 

Both BP and FCL have 
played down the timing of the 
purchase of the Maui interest, 
which was negotiated three 
months ago, before the Gulf 
crisis and at a time of lower oil 
prices. BP said it was with- 
drawing to focus on strategic 
areas, such as “the larger shots 
of Vietnam and off the Mexican 
coast”, and because of a policy 
to sell out of mature fields if it 
could get value. Maui supplies 
the equivalent of 30m barrels 
of oil a year, more than half of 
New Zealand’s damawd . It is 
expected to keep producing for 
more than 30 years. 

The extra stake in Math will 
give FCL an extra 33m barrels. 


or a total of 450m barrels of 
reserves. BP is also selling its 
37.5 per cent share in the 
Kapuni field in Taranaki to 
FCL for US$70m, but this is to 
be sold an to the two’ other 
companies involved in the 
field. Shell and the New Zea- 
land-owned Todd Petroleum. 

B P is to pay Us share in 
the development cost of 
the Maui B platform, 
which was part of the NZ$ibn 
project to recover the remain- 
ing reserves in the field. 

BP has spent many millions 
in exploration in New Zealand 
over the past 25 years, in asso- 
ciation with Todd and Shell, 
and was a founding member of 
the highly successful 
consortium. Its decision to 
end its interests in New 
Zealand’s exploration *nd pro- 
duction was greeted with con- 
skfterable surprise by the indus- 
try. 

The Maui field was discov- 
ered in 1969, and production 
from the Maui A platform 
began 10 years later. The plat- 
form accommodates 14 produc- 
tion wells and preliminary gas 
condensate separation facili- 
ties. 

In London last month before 
the BP deal was announced, 
Mr Fletcher said that New Zea- 
land was « ga*« becoming an 
attr ac ti ve area for investment, 
particularly in the energy and 
utilities sectors. 

“The one area where we 
have sustained competitive 
advantage Is in NZ and we 
should be able to extract value 
in that,” be says. “A good local 
company will beat a foreigner 
every day of the week. We 
h are an advantage in NZ and a 
disadvantage everywhere Oise.” 


Adsteam shares plunge on 
news of liquidity troubles 


Profits dive at Japan paper makers 


By Bnicw Jacques in Sydney 

ADELAIDE Steamship 
Company, the Australian con- 
glomerate led by Mr John Spab 
vins, was plunged into afresh 
crisis yesterday amid revela- 
tions of inter-group loans in 
the complex empire. 

Adsteam shares foil 46 cents 
to a seven-year low of A$L30, 
before recovering to AI1.35 
after Oswald Smith, a group 
associate, detailed A$60m 
(US$47-2m) in short-term unse- 
cured. loans-! to group compa- 
nies. 

The Iqns /w ffflniiwi market 
views of liquidity problems 
within the- Adsteam group, 
which controls other large * 
listed coiupaniea . including - 
David Jones, PetenmDe Sleigh 
and National Consolidated; 

Liquidity concerns surfaced 
earlier this year Whan Howard 
Smith proposed a ASSOOm deal 
to take over National Consoli- 
dated. This would have 
injected modi needed cash into 
several EpaMns group compa- 


nies. Howard Smith remains 
flush with about A$200m in 
cash following its sale this 
year of the bulk of its control- 
ling shareholding in the lead- 
ing mining group. Coal and 
ATHpd industries. 

The National Consolidated 
d ea l was then abandoned in 
favour of a special A&l-arshare 
dividend payment which 
angered institutions because of 
its *«» implications. Smith has 
now revert e d to a more tax- 
friendly capital return pro- 
posal. 

Yesterday’s Adsteam- price 
fan, which means 35 per cent 
has been wiped off the compa- 
ny’s value this week, prompted 
a query to Mr Spalvins from 
the Australian Stock 
Exchange. 

It also coincided with the 
release of the company’s 1990 
annual report, in which Mr 
Spalvins has promised a “sub- 
stantial degearing" of the com- 
pany. 


By Martina Gannon in Tokyo 
A FLAT Japanese paper 
market and rising costs of 
materials, particularly oil, 
catisat the country’s pulp and 
paper manufacturers to pro- 
duce gloomy interim results. 
Only those companies special- 
ising in paperboard saw sales 


Pre-tax profits at QJi Paper, 
the leading maker with a 9A 
per emit market share, dropped 
33.8 per cent to YlSAbn 
($U9m) in the six-month term 
to September SO, compared 
with the same period last year. 
Sales in the first half totalled 
T238Abn, a marginal 2.7 per 
cent rise, as the increase in 
sales volume was offset by 
lower prices. 


QJi, a Mitsui group member, 
blamed the foil on increased 
personnel costs, a deficit in 
financial items due to higher 
interest rates, and the general 
slump in the paper market It 
predicts a farther foil of 3L3 
per cent in pre-tax profits for 
tiie fun year to March 1991 to 
Y28bn, and a drop in sales 
from Y486bn to Y488bn In the 
mine period. All leading paper 
companies also expect profits 
to drop lower in the full year 
term. 

Both QJi and Jqjo Paper, the 
third largest manufacturer 
which suffered dregs of almost 
50 per cent in both pre-tax and 
net profits in the six-month 
period, have started negotia- 


ting with wholesalers for price 
rises of 8 to 10 per cent, claim- 
ing increases made last spring 
were not large enough to 
absorb higher production costs. 
• Hitachi Metals, a leading 
Japanese producer of high- 
quality steel, has posted uncon- 
solidated pre-tax profits of 
YlLOSbn in the first half to the 
end of September, up 18J. per 
cent from Y9.33bn a year ear- 
lier, AF>DJ reports. 

Sides Increased by 12.2 per 
cent to Y173.69bn from 
Y154A7bn, driving operating 
profit up by 28.7 per cent to 
YlLGGbn from Y9.06bn. 

Net income jumped 1&3 per 
cent to Y6jfLbn, compared with 
Y538bn a year earlier. 


— ■ - - • 

JAPANESE PAPER COMPANY RESULTS 
Half year to September 1990 



Company 

profit 

Ret 

Ybn 

remae 
% change 

Pre hi* profit 

Ybn % change 

Ybn 

Nat 

% change 

Ojl Paper 

Y238.4m 

+ 2.7 

Y15.3m 

-34 

Y9-9m 

-203 

Jujo Paper 

Y20Oam 

+2.8 

YBJSm 

-49 

Y3.6m 

-49 

Honshu Paper 

YZOT.Om 

+ 4.5 

Y2m 

-45 

Y2m 

-20 

Kanzakl Paper Mfg. 

Y77.&m 

-3.4 

Y2m 

-55 

Y3 JQm 

+48 

Mitsubishi Paper Mills 

YlOOJkn 

+0.8 

Y6-2m 

-45 

Y2.7m 

-41 
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Canadian imperial 
Bank of Commerce 


Canadian Imperial- Bank of Commerce 

(a Canadian Chartered Bank) 


Japanese Yen 3,000,000,000 

Variable Redemption Amount Deposit Notes 
due 31st October, 1991 
Linked to the Nikkei Stock Average 
To be Issued in Two Tranches 


Issue Price: 101.125 per cent. 


New Japan Securities Europe Limited Bankers Trust International Limited 


EBJ International Limited 


Sum, International pic 
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Notice to the Holders 

SANPAOLO 
USD 250000000 
Subordinated Variable Rate 
Depoomy Recdjpts Dno 2000 
CaqKu no 2 doe bam October 26, 
1990 to Janawy 28. 1991 will be 
payibfe hum Jammy 28 1991 at the 
rate of 8^123% 

USD lU13JKlfata of USD SDOOOO 
October 26. 1990 
Swipinl A .1 wim BnA &_ A- 
f j nwii ^ .n| 

Agent Bank 


SABRE VII 


EloaSogBatoSeeimd 
Notes Due 1908 
For fo 6 months period 29th 
October, 1990 to 29th Apr*. 
1991 the Notes bearthe interest 
rale erf 8-375%. US$4Z340.28 

will be payable from 29fhApriL 

1991 per US$1,000,000 

prindpd amount of Notes. 


Yotnachi International 
(Europe) Limbed. Agent Bank 


IRELAND 

US$300,000,000 
Floating Rate Notes 
due 2000 

Nofee n hereby given that the 
Merest payobte on the iile wi nt 
Merest Payment Dote, November 
30. 1990 for the period May 31. 
1990 to November 30. 7990 
against Coupon No. 1 0 *n respect 
oFUS$T 0 l 300 nonimd of ties 
Notes wilbe US$41 9.58 and in 
respect of US$250,000 nomewl 
oTthe Notes wiB be 
US$1 0,489.5a 




US <204,000,000 

Republic of Italy Euro 
Repackaged Assets Limited 
F.E.RJUU I 
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Lavpro Bank Overseas N.V. 

ECU 15 0,000,000 

Floating Rate Guaranteed Notes due 2000 

For the six months 31st October, 1990 to 30th April, 1991 the 
Notes will cany an interest Eats of 10.15625% per annum with 
an intense amount of BCU510.63 per ECU 10, 000 Note and 
HCU12.765.84 per ECU250, 000 Note, payable on 30th April, 199L 

Listed on the Luxembourg Stock Exchange 


Bankers Trust 
Co mpan y, London 


Agent Bank 


Thfa announcement appeare as a matter of record only. 
October, 1990 


Arranging Bank 


Deutsche Bank Luxembourg SA 


Arranging Bank 


J. P. Morgan Securities Ltd. 


TI^^S^N 


THYSSEN AKTIEIMGESELLSCHAFT 


Lead Managers 
Chemical Bank 


Westdeutsche Landesbank 
Girozentrale 


Deutsche Bank 
Luxembourg SA. 


DresdnarBank 
Luxembourg SLA. 


Morgan Guaranty 

Trust Company of New York 


U.S.$ 1,200,000,000 

Multiple Facility Agreement 


Barclays Bank Grotto 


TheDaMchi Kangyo Bank, 
Limited 

Landesbank Rhefnland-Pfalz 
— Girozentrale — 


TheSanwa Bank, Limited 


Traikaus & Burfchardt 
(International) SA 


Bayarische Landesbank 
International SLA. 


DG Bank 

Deutsche GenoMsnechaflsbanfc 
The Mitsubishi Bank, Ltd. 

DtaseMorf Brandi 


SOdwestdeutsche Landesbank 

Girozentrale 

Londo n Bianch 


Bayarische Verainsbank 
International 

Socidtrf Anonyms 

DSL Bank Luxembourg SA. 


The Mitsui Taryo 
Kobe Bank, Ltd. 
DQnaldotf Branch 

Sumitomo Finance 
(Dublin) Limited 


BHF-Bank 

London Branch 


Hessische Landesbank 
— Girozentrale— 

The Royal Bank 
of Canada Group 

Swiss Bank Corporation 


incorporating 


Revolving Crecfit Facility 
Domestic DM Advances Facflity 
Swing-line Facility 
Short-Term Advances Facility 


Managers 
ADCA-Bank AG 

AllgemelnQ Deutsche Crecftt-Anstalt 

Banco Central, SJL 


B1MS International 
(Ireland) Limited 

The First National Bank of Chicago 


Landesbank Schleswig-Holstein 
Girozentrale 

SaL Oppenheim jr. & (Se. KGaA 


Algernons Bank Nederland 
(Deutschland) AG 

BfG : Luxembourg 

Sodrftrf Anonyms 

The Chase Manhattan Bank, NA 


The Fuji Bank, Limited 
DOssaktorf Branch 


National Westminster Bank AG 


Soctet6G6n£rale- 
ElsSssische Bank & Co. 


BancaNazionaJe del Lavoio 
International 

The Bank of Tokyo, Ltd. 

DO— sldOif OfBoe 

Crddft Suisse 
(Luxembourg) SA 

Hypobank International SJL. 


Norddeutsche Landesbank 
Luxembourg SJL 

Union Bank of Switzerland 


Banco Bilbao Vizcaya Deutschland 
AktiengeseUschaft 

BanqueetCafesacTEpargne 
de HEtat, Luxembourg 

Deutsche Giro ze n tr ale 
International SJL 

Istituto Bancario 
San Paolo di Torino 
Frankfurt are (Cain Branch 

Republic National Bank 
of New York 

London Branch 

Westfalenbank AG 


Facility Agent 


Deutsche Bank Luxembourg SA 


m 


Swing-Line Agent 


Morgan Guaranty Trust Company of New York 


t 
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Vitro Flotado, S.A. de C.V. 

U.S. $126,000,000 

Term Loan 

For Construction of a new Float Glass Plant 
near Monterrey Mexico 

Guaranteed by 

Vitro Plan, S.A. de GV 

and 

Vitro, Sociedad Anonima 

Arranged by 

International Finance Corporation 
U.S. $25,000,000 

Provided by 

International Finance Corporation 

U.S. 1101,000,000 

Provided through Participations in the 1FC Loan by 

Lead Managers 

AJgemene Bank Nederland N.V. Credit Lyonnais 

Credit National Deutsche Bank Luxembourg S.A. 

First City, Texas-H ouston, N.A. Generale Bank S.A./N.A. 

Swiss Bank Corporation 
Managers 

NMB Bank Banque Fran^aise du Commerce Exterieur 

Banque Internationale a Luxembourg Banque Worms 


Banque Internationale a Luxembourg 

Sodet£ Anonyiuc 

Girozentrale und Bank 

der Gstarochischen Spukassen AG 

Banque de l’Union Eunopeenne 


October 1990 


Osterreichische Landerbank 

Ahri en gadbchaft 

Banque et Caisse d’Epargne de 1’Etat 
Luxembourg 

Credit Suisse 
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INTERNATIONAL CAPITAL MARKETS 

President of 
Nikko says 
Tokyo will 
recover 


Treasuries rise on auction 
demand and lower oil price 

By Karen Zagor in New York, Simon London in London and John Burton in Stockholm 


US Treasuries erased their 
modest morning losses to end 
the day on a brighter note, 
reacting to good demand at the 
two-year note auction and an 
afternoon decline In oil prices. 

The treasury’s bellwether 30- 
year bond was up & point at 
59£, yielding 8.81 per cent after 
falling more than & point ear- 
lier in the day. 

Shorter-dated maturities 
were & higher. 

The Federal Reserve, which 
indicated an easing in mone- 
tary policy on Monday by arr- 
anging $lbn in customer repur- 
chase agreements, did not 
operate in the open market 
yesterday when Fed funds 
were trading at 7% per cent 
Since this is now believed to be 
the Fed’s target for the key 
rate, the Treasury’s lack of 
i n t e rv en tion was semi as fur- 
ther evidence on an easing. 

The bond market’s morning 
retreat followed the release of 
third-quarter gross national 
product data, which indicated 


BENCHMARK GOVERNMENT BONDS 


Cocpon Data 

UK GILTS mOO 08/82 

9.000 03/00 

9000 10/00 

US TREASURY * 8.780 08/00 

8 JSQ 08/20 

JAPAN N0 119 4S00 06/99 

No 129 6.400 03/00 


1QW* +00/32 
88*1 +11/32 

BMP +08/32 

W0-07 -04/32 

BMP -04/32 

844882 -0.120 
9+0422 -0.100 


8400 08/00 968000 -0240 


FRANCE BTAN &000 11/96 

OAT 6600 03/00 

CANADA • 10400 C7/0Q 

rgTHEHLANPS BlOOO 10/00 

AUSTRALIA 13J00 07/00 

London doalno, 'donates Now York 
YlaKhr Local markat standard 


963786 -0.107 
88,2000 -0.140 

960000 -1.076 
969100 -0450 
974878 

morning aoaslon 
Prtwa: US, UK In 


32Mte* ofhara In dockrat 
H MHATCA8 Priam Source* 


US. $300,000,000 




Woodside Financial Services Ltd. 

(Incorporated in the State of Victoria) 

Guaranteed Floating Rato Notes due July 1997 
Unconditionally Guaranteed by 
Australian Industry Development Corp o ration 

In accoidancewilh the terms and coricfilkinsrf the Notes, notice 
is hereby given, dim tor the Interest Period from October 31, 1990 
to January 31, 1991 the Notes will carry an Interest Rate of 6% 
per annum. The amount payable on January 31. 1991 wffl be 
U.S. $6,111.11 and US. $204.44 respectively for Notes in 
denominations of US. $250,000 and U.S. $10,000. 

By: The Chase Manhattan Bank, NJL 
London, Agent Bank 

October 31, 1990 



Norwest Corporation 

U.S. $100,000,000 

Floating Rate Subordinated Capital Notes due 1998 

For the six months 31sr October, 1990, to 30di April. 1991, the 
Notes will cany an interest rate of 8.1875% per annum with an 
interest amount of U.S- $411.65 per U.S. $10,000 Note. 


Bankers Trust 
Company, London 


Agent Bank 



Australia and New Zealand 
Banking Group Limited 

finnzrponrad nai/i faniced in the Slate of Victoria) 

U.S. $300,000,000 

Perpetual Capital Floating Rate Notes 

For the six months 31st October, 1990 to 30th April, 1991 the Notes 
will carry an interest rate of 8.15% per annum with an amount of 
interest U.S. $409.76 per U.S. $10,000 Note and U.S- $10,244.10 
per U.S. $250,000 Note, payable on 30th April 1991. 

Listed on the Luxembourg Srock Exchange- 


Bankers Trust 
Company, London 


Agent Bank 



BANK OF MONTREAL 

C4QMMOMKrfant) 

US$250,000,000 
Floating rate debentures, 
series 9, due 1996 

altMW M I WlO 

Interest rate for the period 
31 October, 1990 to 31 . 

January, 1991 has been fixed 
at 8'/a%. The amount . . 
payable an 31 January, 1991 
will be USS207.64 against 
coupon Ho 27. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgaxx 


LANDSVIRKJUN 
U-S. $60,000,000 
Floating Rate Notes 
Due 2000 

la accordance with die pro- 
visions of the Notes, notice is 
hereby given that die Rate of 
Interest for die period 31st 
October, 1990 to 30th April, 
1991 is 854% p.a. Coupon 
amounts will be VJS $408.51 for. 
the US$10,000 denomination 
and US $10,212.67 for the US 
$250,000 denomination, and 
will be payable on 30th April, 
1991 against surrender of 
Coupon No. 1L 



BONDS 


that the economy is stronger 
than expected. 

Inflation-adjusted GNP rose 
at an annual rate of L8 per 
cent in the three months. 
Economists had expected a 
growth rate of about 03) per 
cent 

The bond market had been 
hoping for farther signs of 
recession to prompt the Fed- 
eral Reserve to loosen mone- 
tary policy further after the 
Federal Open Market Commit- 
tee meeting on November 13. 
Instead, the GNP figures may 
encourage the Fed not to 
change its policy stance. 

Rising oil prices also helped 
subdue yesterday morning's 
bond market. But band prices 
moved higher in the afternoon 
as the December contract 
started to slip, closing down 14 
cents a barrel to $3434. In addi- 
tion. the market received sup- 
port from a better-than-expec- 
ted auction of two-year bills, 
which received an average 
yield of 734 per emit 

■UK GOVERNMENT bonds 
rose on the CBFs quarterly sur- 
vey of industry, although the 
rally was blunted by several 
factors in the survey results 
which are seen as negative for 
gDts in the longer term. 

The benchmark gilt matur- 
ing 2003/2007 was up % at one 


stage, but closed just A higher 
on the day at 100 % for a yield 
of 11.41 per cent At the five 
year maturity, gilt prices per- 
formed better, however, dos- 
ing up around R on the day. 

The overall tone of the CBI 
survey su^Gsted tf mt dcuuuid* 
driven inflationary pressures 
in the economy are receding, 
with business confidence at a 
10-year low. 

. However, other results of the 
survey show that export orders 
have fallen sharply, which is 
negative for the UK balance of 
payments. 

The survey also suggests 

that rises in unit labour mnri 
raw material costs will be 
passed through into prices, 
maintaining post-driven infla- 
tionary pressures in the econ- 
omy. 

(Hit prices were buoyed by 
the strength of sterling on the 
foreign exchange markets. 
Against a background of 
higher oil prices and increased 
temjnn fo the Gulf arfaria, ster- 
ling was trading in London at 
DM2L958 in late afternoon. 

■JAPANESE government 
bonds dosed slightly higher in 
overnight trading in Tokyo, 
even against the background of 
a further weakening of the 
yen. 

The benchmark No 119 Issue 
closed the session an a yield of 
7.735 per cent, down from an 
opening level of 7.77 pa cent 

Market sentiment was 
buoyed by the fact that the US 
dollar failed to breach the Y130 
leveL The dollar was trading at 
around 71284)0 in late trading 
in London yesterday. 

Employment data for Sep- 
tember showed unemployment 
running at art rate of 

Zj2 per cen*, from 2A per cent 


in August This suggests that 
the labour market has loosened 
Tnargtrmlly tmri that. Inflatio n, 
ary press u res in the economy 
may be declining. 

There was little reaction to 
US third-quarter gross national 
product figures, which showed 
an unexpectedly strong 143 per 
rant increase in GNP. Econo- 
mists suggested that official 
US figures were often subject 
to downward revision. More 
attention may be focused on 
tom o r r ow's US NAPM survey 
and US labour market figures 
on Friday. 

■GERMAN government bond 
prices were stable in light trad- 
ing, with little buying interest 
in the market The benchmark 
8K per cent 10-year bund dos- 
ing on a yield of 9 per cent, 
against 8JB per cent on Mon- 
day. 

In the futures market, the 
key December bund contract 
traded in a range from 8L80 to 
8L91, and dosed at 8L86L 

■SWEDEN’S bond market had 
a mixed reaction to the deci- 
sion by the central bank to 
lower its marker rates from 17 
per cent to 16 per cent. 
Although six-month Treasury 
b£Q yields fell 25 base points In 
an initial reaction, they fin- 
ished the day only 3 base 
paints lower at 15£5per cent 
in active trading. Yields on 
five-year government bonds 
held steady at 13.73 per cent. 

Traders said the move by the 
central h ank had been widely 
discounted by the market as a 
result Of last Week's amnumin 
austerity package. Investors 
were also- believed to be cash- 
ing in on profits they have 
made on- the earlier higher 
Inter e st rates. 


Republic of Portugal 

Floating Rate Notes Dae 1993 

NOTICE IS HEREBY GIVEN that, pnmant to Condition 5(b) of 
the Notes, the Republic of Portugal (the “Issuer”) has elected to 
redeem on 10th December 1990 (the “Redemption Date") aO of its 
outstanding Floating Rate Nates due 1993 (the “Notes") at a redemp- 
tion price equal to the principal amount thereof phu interest accroed 
to the Redemption Date. On and after the Redemption Date, interest 
on the Notes win cease to accrue. 

The Notes should be presented and surre n dered to the paying agents 
as shown on the Notes on toe Redemption Date with all interest 
coupons maturing subsequent to said date. 

Coupons due on 10th December 1990 should be d e t a c h ed and pre- 
sented for payment hi toe usual manner. 


31 October. 1990 
By Ci tiban k, NjV. (CSSI Dept.) 

Principal Paying Agent CfTlBANKG 



ALLIANCE LEICESTER 
Affiance & Lckener BatoBng Society 
£40,000,000 

Subordinated Floating F flff 
Notes 1998 

For the six months 31st October, 
1990 to 30th April. 1991, die 
Notes will carry an interest race of 
14-175% per annum with an 
interest amount of £35,146.23 
per £500,000 Note, payable on 
30th ApriL 199L 

Lined on tb« Lurafcaos Send Eshnee. 


Bank of 

C ntntminifiiribnft 
(The Development Bonk of 
the Republic of China) 

UA $100400400 
floating Bate Notes doe 2001 

For the Interest Period 30th October, 

1990 Do 30th April. 1991 the Nous 
will cmrr ■ Rase of Interest of 6 16259b 
per annum, with a Coupon Amount of 
U.S. 510.316.49 per U.S. 5230.000 
Note. The relevant Interest Pa ym en t 
Pare wlD be 3Qth ApriL 199L 


USS40040Q400 GUARANTEED ROAT1MG RATE SUBORDINATED CAPITAL 
NOTES DUE OCTOBan 996 

CITICORP BANKING 
CORPORATION 

(facorparated in Ae State of Delaware) 
Unconditional/ guaranteed on a subordinated bash by 

CmCORPO 

Notice a hereby given tiled tfie Rale of Inform* has been fixed at 
8.125% and that the interest paydble on tiw relevant Interest 


Payment Date January 31, 1991 againstCoupon No. 25 in respect 
of US$1 0,000 nominal of the Nates wiU be US$207.64. 


October 31, 199ft London - 

By: Citibank, NA (CSSI Dept), Agent Bonk CfTlBANCG 


U.S. $500,000,000 

cmcoRPO 

(bcvrjwnmho Ddammr) 

Subordinated Floating Rate Notes Due January 30, 1988 
Notice is hereby given that tiie Rote of Interest h ^boen fixod gt 
801 25% and that the interest payable on the relevant Interest 
Payment Etate November 30. m 

respect of US$1 0,000 no mmalof the Notes wM be USS6&77. 

emBMKO 




r/Tli nil 
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US$25Q£OCLOOO GUARANTEED HjOATMG RATE SUBORDINATED CAPITAL 
NOTES DUE JANUARY 1 997 

CITICORP BANKING 
CORPORATION 

(Tncorporatedih the State of Delaware) 

Unconditionally guaranteed on a au b on faio lcd bans by 


citicorpo 


Notice b ; hereby given that the Rate of Interest ha* been fixed at 
8.125% and that the interest payable-on the re l evant Interest 
Payment Date January 31, 1991 againstCoupon No. 24 in respect 
of US$1 0,000 nonmal of the Notes wffl be US$207.64. 


October 3 7, 1990, London 

By: Citibank, NA (CSSI DepU Agent Bank CtTIBANCG 


cmcoRPO 

U.R $500,00<M>00 

Subordinated Floating Rate Notes 
Due October 25, 2005 

Nalico is hereby given (hat the Rate of I n tere s t has bean food at 
8.0375% and (hat tiw interest paydble on the relevant In te re st 
Payment Date November 30,1990 ogosnstCocpon Nadi in respect of 
US$1 0,000 nwnind of the Nates wiflbe US$6&9& 


October 57, 790ft London 

By. CffibanLNA (CSSI Depft Agent Baric CfTIBANKG 


OGDEH60Z 

PACIFIC DUNLOP 6 


By David LascaUaa, 
Banking Editor 

THE recent faU in the Tokyo 
stock market Is do* to the eco- 
nomic cycle a nd d oe snot 
reflect any structural c ha n g e s 
in the Japanese financial sys- 
tem, according to Mr Takuya 
Iwasakl, the president of 
Nikko, the third largest Japa- 
nese securities house. 

In London yesterday, Mr 
Iwaaaki ««m ft was wrong to 
infer, as many people had. that 
the faU pointed to permanent 
underlying changes In the 
market Because of this, he 
was optimistic that the market 
would eventually resume its 
cyclical 

He blamed the market fall 
on a number of factors, includ- 
ing the rise in Japanese Inter- 
est rates, higher erode oil 
prices, and the weak. yen. Two 
of these - interest rates and 
the currency - were now 




Takuya Iwasakl: optimistic 
of market cyclical upturn. 

turning, he believed, and 
while the course of all prices 
was more difficult to predict, 
“this win have write a signifi- 
cant impact on the market", 
he said. 

Although there was a pros- 
pect that Japanese land prices 
could faU by 20 per cent from 
their present high levels, Mr 
IwasriTbelleved Oat the 
Bank of Japan would "adapt 
economic conditions’* to pre- 
vent this developing brio a cri- 
sis far the hanhrag system. 

Nikko Intended to continue 
with Its plans far expansion in 
Europe. “Where big changes 
occur, there should be Mg 
business opportunities, * Mr 
Iwasakl said. The company Is 
Opening an office in Berlin to 
handl e Jmstacss in central and 
east Europe. Generally, the 
firm wanted to-enand beyond 
business specifically related to 
Japan, into European areas. 
Including securities, asset 
managemen t, and mergers and 
acquisitions work. 


Argentine 
bank in debt 
restructuring 

By John Barham 
in Buenos Aires 

BANCO de 1 a Proviuda de 
Buenos Aires (BPBA), Argen- 
tina’s second largest commer- 
cial bank, has pot forward a 
debt restracturni; plan 'that 
would substantially reduce 
service payments on about 
$S5Qm off foreign commercial 
bank debt. 

The plan, de s ig ne d by JJP. 
Morgan, the US investment 
bank, would Involve exchang- 
ing nntstanding debt for a 
range off new debt in st r um ents 
backed by US Treasury zero- 
coupon bonds, tt is similar to 
reduction packages by Mexico 
and Costa Rica. The bank, 
folly owned by the province of 
Buenos Aires, Is proposing the 
package independently of the 
national government’s fo rei g n 
debt negotiators. 

Mr Eduardo Awimfo o. 
bank’s president, said it was 
“the first time an individual 
debtor institution bay restruc- 
tured its debt". At pres ent , be 
said the bank is having to 
refinance these debts every 30 
days. The bank has a farther 
$750m in foreign debt, which 
has already been refinanced 
over 19 years. 

Mr Amedeo said the hanir fg 
offering creditors three 
options. The first option would 

use the bonds to guarantee foil 
payment off principal over 18 
years, but would reduce inter- 
est payment by 40 per cot 
The remaining 60 per cent 
would be tied to Libor plus a 
spread of % of one per cent * 

The second option would 
reduce principal by 60 per 
cent, but guarantee fan inter- 
est payment at the same rate 
as the first option, over 12 
yean. 




principal and 70 per cent of 
interest tied to the same rate, 
bES requires creditors to open 
four-year trade credit fines W 
BPBA equivalent to the 30 par 
cent interest waived. 

Despite the heavy use of 
d ebt-fo r-equity swaps tu 
Argentina’s priva tisa tion pro- 
gramme, in which both J-P- 
Morgan and BPBA are big 
players, the country’s debt 
stfll trades for only 16 to. 13 
Per cent of its face value oa 
tile secondary debt mm+fcwL 
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INTERNATIONAL CAPITAL MARKETS 


Issues reflect 
investors’ move to 
defensive stocks 

By Deborah Hargrravas 


Warrants 5 liquidity frustrations come to the boil 

Deborah Hargreaves examines investors 5 problems with hedging instruments in today’s volatile markets 


THE MARKET for inter- 
national oqiii& Issues mirrors 
the focus a? investors on defen- 
sive stocks in today’s uncer- 
tain environment By far the 
majority of compa n ies cur- 
rently offering equity to inter- 
national fr cns to ra lain the ail 

and natural resources busi- 


Amid a flight to quality as 
TP^fcwtH around the world turn 
oq a volatile path downwards, 

jnyestars are being extremely 

setective in their allocation of 

INTERNATIONAL 

EQUITY ISSUES 

ftT P^ to htternatronal markets. 
For this re ason, comp anies 
fu rlin g to market must offer 


In ad 
have 


oil companies 
not seen their share 


prices eroded by as much as 

has been tiftdent In other sec- 

tors and in some cases, prices 
are toaqyeff'.an the bat* of a 

ba.For other cor- 

. pity prices have 

^dramatically that, 
even if ttefe.wwe a receptive 
mwrfatfc far^Sbem, they would 
not want to Issue stocks at 
these pIceST-becaiue they feel 
they wqnU^ be giving them 
away. - - .! 

The Increase mihe price of 
oil. jias breathed new life into 
the maifcet&r oil Instruments 
andgtvm companies an oppor- 
tanity .to Hqnify their oil 
hrvesbnrafe after a period c£ 
poor market conditions for nat- 
ural resources films. 

Four US oil companies are 
antictosto^i8suing equity into 


the international market in 
early November, all of which 
win base their offerings in the 
US market with a tranche to be 
launched internationally. The 
c ompan ies which include 
Argent Energy, Cross Umber 
OIL Input-Output and Odeco, 
will tap the market far a total 
of 7300m. 

On top of this. Oryx Energy , 
a US ail exploration firm , is 
planning to raise jaaswy in a 
deal which will be priced this 
week. The Issue is being made 
as part of a secondary offering 
which is being lead-managed 
by Morgan Stanley. The shares 
are reported to be meeting 

fairly steady investor interest 

althoug h the environment 
remains extremely uncertain 
and the success of no deal can 
be guaranteed. 

In a similar vein, UtHicorp, 

file US utility company, plans 

to tap the market for $75m in 
early November In an offering 
led by Smith Barney. 

Other deals in the market 

include an issue of 500,000 B 

shares for Shnrad, the Norwe- 
gian marine electronics firm 
which was priced last Friday at 
NkrllO per share. The proceeds 
of the deal will be used for 
international growth of the 
company. In addition , Bundes- 
lfinder, the large Austrian 
insurance firm will price its 
|72m offering this week. 

An offer of 5m shares in 
Fotex, the Hungarian film 
development company is 
expected to be closed today 
after meeting so much domes- 
tic demandthat the tranche of 
2.5m registered shares ear- 
marked for interna tional inves- 
tors is unlikely to be sold. 


Kleinwort in downgrade 

By Tracy Corrigan 


Moody’s, fin US rating agency, 
has lowered! the rating of UK 
merchant batik Kleinwort Ben- 
son's short-term obligations to 
Prime-2 from Prime-L 
Moody’s attri b u te d the down- 
grade to KMnwort’8 recent 
trading losses, and to the 
adverse outlook for the com- 
pany's securities business. 


given the current recessionary 
rfhrato- 

Kleinwort’s corporate 
finance activity in 1980 is down 
in comparison with last year, 
Moody's said. The agency pre- 
dicted the company win experi- 
ence a rise in problem-lending, 
and heavier provisioning in 
both the UK and the US. 


H ardly a day seems to go 
by in present volatile 
equity markets without 
a substantial issue of equity or 
index warrants vying for the 
attention of the City’s interna- 
tional food managers. 

In a bear market, warrants 
offer some protection to inves- 
tors looking to defend their 
portfolios from erosion and for 
Hris reason, some institutionB 
have shown healthy demand 
for the stream of paper emerg- 
ing from investment banka. On 
the back of tw« ifewiaiwi, many 
brokerage bouses and invest- 
ment banks have muscled into 
a sector which still offers the 
chance of making some money 
as profit ra g Tgfria came under 
assault in other sectors of their 
business. 

Japanese equity warrants 
have proved a big money-spin- 
ner for Tokyo’s brokerage 
houses in the past and are 
meeting healthy demand a gain 
now that the market lias re- 
opened after a four-month hia- 
tus earlier this year. 

At the same time, the past 
year has seen the European 
warrants business bloom 
almost overnight into a more 
sophisticated marketplace. 
Some estimates now put the 
size of the European market at 


$20bn in outstanding premi- 
ums on individual stock war- 
rants and $7bn on index war- 
rants. 

The trend appears to be mov- 
ing towards the sale of war- 
rants on the FT-SE 100 index, 
the German DAX market 
and the French GAG 40 index, 
all of which give the interna- 
tional investor exposure to the 
European mark^ 

Stock index and covered 
stock warrants are long-term 
options to buy or sell a particu- 
lar stock or index at a certain 
price and on a specific date. 
Since they are traded 
over-the-c o u n ter in an environ- 
ment fairly free from regula- 
tion, they are a relatively sim- 
ple instrument for a broker to 
promote. 

In addition, warrants are 
at trac t ive to investors who 
want exposure to a particular 
market for the next two to 
three years and do not want to 
pnt up margin at a stock 
exchange. Exchange-traded 
options, which are similar 
instruments, usually have a 
Wa at Twnft months at the lon- 
gest and are traded in a much 
more visible marketplace. 

In the US, where regulation 
is tougher and _ 
markets are better 


warrants have not achieved 
the overwhelming popularity 
they have found in Europe and 
Japan. Exchanges snch as the 
American Stock Exchange 
which have started to trade 
issues of index warrants have 


they are able to sell only at a 
substantial discount. 

For instance, some investors 
have been disillusioned by buy- 
ing put warrants — conferring 
an option to sell - on the 
Tokyo Stock Exchange’s Topix 


Unibank plans to launch op to 100,000 covered warrants 
exercisable in fa* Dazdsco shares, the first issue of warrants 
on Danish shares to be Danisco’s main business is 

sugar production. The first warrants will be issued on 
November 5. The warrants can be exercised from April 21, 
1992 to May 5, 1992 at a strike price of DKr950. 


seen a steady growth in war- 
rant business, but long-dated 
options, currently under devel- 
opment in the US, could com- 
pete with warrants in a couple 
of years. 

However, few participants in 
the over-the-counter warrants 
market look that far ahead. 
Many brokers have piled into a 
market where they have been 
able to charge a substantial 
margin for issues by relying on 
investors’ ignorance of the 
in tricaci es of pricing tw« sort 
of instrument 

W hile the market has 
become much more 
sophisticated in the 
past few months, many inves- 
tors who bought early on are 
stuck with over-priced paper 


index. Without r e ali sing the 
warrants were European puts 
which n»m he exercised only at 
expiration of the issue, as 
opposed to American puts 
which can be exercised at any 
time during the issue’s life, 
investors were not prepared to 
see the warrants trading at a 
substantial discount to their 
intrinsic value. 

Large houses such as Salo- 
mon Brothers and Bankers 
Trust have been heavy Issuers 
of index warrants and are com- 
mitted to providing a liquid 
secondary market in them. But 
some other houses are not as 

wniwp nti time . 

For many warrant issues, 
the market has proved Illiquid 
and wildly volatile with large 
bid-offer spreads. Since they 


are geared instruments, war- 
rants can be expected to post a 
larger fall In value when the 
underlying market is in 
decline, but because of the 
sparse volume in parts of the 
warrant market, some inves- 
tors are stuck with illiquid 
issues they find hard to selL 

This is evident in the dis- 
count to net 'asset value at 
which many Japanese warrant 
funds have been trading. These 
funds are aimed at giving the 
private investor a play on the 
Japanese market that would 
not otherwise be available. 

But many funds are now 
trading at a 40 to 50 per cent 
discount to net asset value and 
have seen their trading level 
drop by around 45 per cent in 
the past six months although 
the Japanese market has 
declined by 27 per cent over 
the same period. The closed 
nature of many of these funds 
means an individual investor is 
wwHhie to sell out of what is 
currently a loss-making invest- 
ment 

For Investors, particularly 
retail clients, who buy war- 
rants, it can be fr u strati ng to 
see the value of the investment 
fell so swiftly and then be 
unable to sell out “What’s the 
point in having a three-year 


warrant that reflects your view 
today when you can't cash It In 
in a couple of months and 
you’re stuck into the risk?” 
comments Mr Trevor Pullen, 
director at Prudential Portfolio 
Managers. 

O ther institutional Inves- 
tors reflect his view 
and say they would 
steer away from the warrants 
market until they can be 
assured of its liquidity. 

Barclays de Zoete Wedd is 
understood to be putting 
together a big issue of Euro- 
pean index warrants with a 
view to providing a liquid sec- 
ondary market and some disci- 
pline to trading the instru- 
ments, but there is little 
indication of when this may 
come to fruition. 

“Nothing obliges a house to 
make a secondary market In 
these warrants except for 
integrity,” says Mr Sunny Goo* 
netUake, head of warrants 
trading at Citibank which 
recently issued 100m warrants 
on the CAC 40 index. “It is 
certainly worrying that so 
many people come to the mar- 
ket, but investors should try 
and be canny and look at 
prices to determine who offers 
the best price and service.” 


EBRD appoints 
Dutch banker as 
general secretary 

By Tracy Corrigan 

MR BART Le Blanc, a Dutch 
banker and former dvfl ser- 
vant, has been appointed gen- 
eral secretary of the European 
Bank for Reconstruction and 
Development, the institution 
set up earlier this year to 
finance the economic regenera- 
tion of eastern Europe. 

He will take up toe appoint- 
ment in the spring, when the 
European Bank is expected to 
become operatkmaL 

The role, largely advisory 
and aimlnfetrative. Involves' 
liaison between the board and 
the institution. 

Mr Le Blanc, deputy chair- 
man of F. van Lanschot Ban- 
Mere, Holland’s oldest private 
bank, was to become chairman, 
in July 1991. Prior to joining 
van Lanschot, he served in the 
Dutch government for 10 
years, latterly as director gen- 
eral of the budget. 


Eksportfinans uses short-end swap window 


By Tracy Corrigan 

EKSPORTFINANS. the 
Norwegian export financing 
agency, took advantage of 
swap opportunities at the short 
«nH of the Euroyen bond mar- 
ket to launch a YSObn two-year 
deal. 

Even though a handful of 
recent short-dated deals have 
started to narrow the swap 
window, the issue still pro- 
vided Eksportfinans with fund- 
ing at abOUt 25 tenia prnnta 
below the dollar London inter- 
bank offered rate, an attractive 


NEW INTERNATIONAL BOND ISSUES 

Bmiwwr 

US DOLLARS 

Tonami Traraportatk>n(b)9+ 

Amount n. Coupon % Price 

100 43* 100 

— tetty 

1894 

Fees Seek newer 

Z**nh Kankafcu (Europe) 

SWISS FRANCS 

Kato DankKc)**ft 

30 8>s 100 

1895 

1$B Nomura Bk (SwHz) 

YEN 

Bcaportflnans(a|+ 

30bn 8 101875 

1992 

1 V4t Nomura InL 

♦★Private placement. SConverUHe. 9WHfi equity warrants. tFloetkig rale nets. + Final terms, a) Non-caltaMe. b) Coupon 
was Indicated at 5%%. Exercise premium fixed at 2J58%. c] Put-option 31/3/B3 at 108^%, to yield 0.283%. Coupon payable 
smd-annually. 


given issue, a Treasury official 


INTERNATIONAL 

BONDS 


rate in the current climate, 
though far riant of the agen- 
cy’s target a year or so ago. 

Eksportfinans has the advan- 
tage of being able to move its 
tending target, depending on 
the level at which it plans to 
lend or invest the proceeds of a 


itiy, the target tends 
to range between 20 to 80 basis 
points. 

The official added that 
Eksportfinans has no refinanc- 
ing requirement for the rest of 
thiw year, and any further bor- 
rowing will depend on the level 
of demand for Eksportfinans 
funds. 

The bonds are structured 
with a short first coupon to 
attract Far Eastern investors. 


who cannot buy the bands for 
90 days, as well as European 
investors. The 8 per cent cou- 
pon remains a key psychologi- 
cal level for investors. How- 
ever, the bonds yield about the 
same as recent offerings for 
Credit Local de France and 
General Electric Capital Corpo- 
ration, both of which are rated 
triple- A. Eksportfinans ban a 
split Triple-A^Double-A 1 rat- 
ing. 

The Credit Local and GECC 
deals were placM mainly in 


Europe, but lead manager 
Nomura International expects 
about half the Eksportfinans 
deal to go to Japanese 
accounts. The deal was bid on 
full fees of less 1% bid. 

Although the swap window 
remains open, dnmand for fur- 
ther two-year Euroyen offer- 
ings could prove patchy, deal- 
os said. 

Elsewhere, Kato Denki 
brought a small SFrSOm pri- 
vate placement of convertible 
hnnik, via Nuoiura Bank- 


El Salvador 
unveils plan to 
privatise banks 

By Tbn Coone 
in San Salvador 

EL SALVADOR will today 
unveil plans to privatise the 
country’s banking and finance 
system after 10 years of state 
control. 

Banka and savings institu- 
tions are to be sold off entirely 
to private investors, although 
individual holdings by individ- 
uals, com panies or conglomer- 
ates will not be pennltted to 
exceed 5 per emit of any insti- 
tution’s total shares. 

Bank employees are to be 
given priority in the purchase 
of their companies* shares. 
The proposals form part of a 
broad economic liberalisation 
plan aimed at boosting exports 
and foreign investment 

The proposals are expected 
to be passed by the legislative 
assembly. Bank privatisation 
is to go hand-in-hand with 
plans to open a stock market 
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TRADITIONAL OPTIONS 


• First Dealings Oct 29 

• Last Dealings Nov. 9 

• Last Declarations Feb. 7 

• For settlement Feb. 18 

For rats indications see and of 
London Share Service 
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EQUITY FUTURES continued to 
drift lower yesterday as a gloomy 
survey from the Confederation of 
British Industry, higher oil prices 
and a decline on Wall Street con- 
tinued to undermine sentiment 
Meanwhile, turnover In the traded 
options market picked up as two 
brokerages actively dealt in the 
FT-SE 100 index. 

The CBI report set the tone tor 
the morning's futures trading with 
prices marked lower at the open- 
ing. 

Further losses came as 
renewed concerns over the likeli- 
hood of war in the Gulf pushed 
energy prices higher. 

The tell in US and Europew? 


markets ruled out any chance of a 
recovery during the afternoon. 
However, institutions took the 
opportunity to gently buy FT-SE 
futures, said Mr Harvey Neale of 
UBS Phillips & Drew. 

The December FT-SE contract 
ended at 2.062, down 27 points on 
the day. Its premium over the 
cash index was little changed at 
28 points against fair value of 35. 

in traded options, turnover 
increased by more than SO per 
cent from the previous session's 
depressed levels. However, this 
was due entirely to a rise In activ- 
ity in the FT-SE Index options. 

Hoars Govett executed a large, 
neutral, technical order lor an 


institution. The trade Involved the 
European and US-style FT-SE 
options across 13 series and 
amounted to a total of 5.353 con- 
tracts. 

Another broker bought 1,000 
November 1,850 puts and add 

2.000 November 1800 puts. 

British Airways was the busiest 

stock option as one broker bought 

1.000 January 140 puts and sold 

1.000 July 140 puts, accounting for 
the vast bulk of the activity. 

Cable & Wireless was next on 
the list as James Cape! bought 
528 January 460 calls at 9p. Fiscal 
traded 1,069 with the November 
180 calls actively dealt, while Brit- 
ish steel traded 790 iota. 
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City scepticism about how much raid will achieve 

SFO under pressure to 
vindicate its actions 




By David Barchart) 

THE RAID by the Serious 
Fraud Office on the Berkeley 
Square headquarters of Polly 
Peck International yesterday is 
generally assumed to have 
been aimed at uncovering evi- 
dence of a possible share sup- 
port operation from within the 
company. 

If evidence, leading to a suc- 
cessful prosecution of those 
involved, is not discovered, 
there are bound to be some 
sharp questions about the role 
of the SFO in the Polly Peck 

affair . 

The SFO, a st a t ut o ry prose- 
cuting authority set up three 
years ago to investigate com- 
plex frauds involving sums of 
more than £lm, has played a 
crucial part in the catastrophic 
series of events at the company 
in the last two months. It may 
feel under growing pressure to 
produce results. 

Early this month, Mr Gunes 
Taner, Turkey's Minister for 
the Economy, warned that 
there would be grave conse- 
quences if the SFO failed to 
substantiate its charges. 

Reports of alleged share 
price rigging through compa- 
nies linked to Mr Aril Nadir, 
Polly Peck’s chairman, or 
members of his family have 
been circulating since the early 
summer when they were pub- 
lished in several newspapers. 

Yesterday’s investigations, 
in which quantities of docu- 
ments were removed horn the 
group, appear to be the latest 
effort by the SFO to nail down 


definite evidence, but they 
have also brought the spotlight 
back on the SFO. 

Confirmation that the SFO 
was Investigating Folly Feck's 
affairs erupted in spectacular 
fashion on September 19, when 
officers of the Metropolitan 
police raided South Audley 
Management, a company used 
by Mr Nadir to pay for prop- 
erty dealings and other trans- 
actions, and interviewed Mr 
Nadir the following day. 

Though SFO investigations 
are supposed to remain secret, 
news of the raid dribbled out. 
Telephone Inquiries to the 
SFO’s headquarters in Elm 
Street, London, near Gray’s 
Inn Road, elicited confirmation 
of the raid, althnn gh an nffinial 
statement did not emerge for 
hours. 

In the meantime, Polly 
Feck's shares collapsed and 
were suspended. 

This in turn was followed by 
a crisis of confidence among 
the 60-odd banks with exposure 
to the group, which culminated 
in Poll y Fec k being placed in 
adm \ nls t ration - 

Yesterday’s raid looks even 
odder in the light of maima by 
Mr Nadir that SFO accoun- 
tants have been at work In the 
group's headquarters for three 
weeks with the co-operation of 
the company. Yesterday the 
SFO would neither confirm or 
deny this. 

In the City yesterday, there 
was keen interest in the inves- 
tigations into Folly Peck, but 


also some scepticism about 
how much it was likely to 
achieve. 

“I imagine they will be 
looking into papers on dealings 
between the Cyprus Industry 
Bank and Folly Peck, as well 
as dealings between the differ- 
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'Westminster concern about rapid collapse •Nadir 

Nadir again 
asks court 
for details 
of Fraud 
Office probe 




temporary loans, parking of 
money, share dealing, and the 
possibility of the company 
lending money for its own 
shares to be ramped up," said 
one former Polly Feck execu- 
tive. 

He added: “I personally 
doubt that they will find any- 
thing. 1 think a lot of the 
rumours about share dealing 
are to do with the strange peo- 
ple that Birol [Mr Nadir’s elder 
son] surrounded himself with. 
Mr Nadir reads the newspapers 
and be knows what happened 
to Ernest Saunders." 

Meanwhile the SFO is still 
anxious to interview two close 
associates of Mr Nadir in South 
Audley Management, Mrs Eliz- 
abeth Forsyth and Mr Jason 
Davies. 

Mrs Forsyth, who managed 
Mr Nadir's pgwwnfll fjinnw-nj, 
has been missing since Septem- 
ber and is believed to be in 
either Switzerland or northern 
Cyprus. Mr Davies, a young 
stockbroker, still In his 20s, is 
thought to be in Switzerland. 
Neither of the two has given 
any explanation for their 
unwillingness to step forward 
and help the SFO with its 
inquiries. 




Lydia van der Hear 

Police entering Polly Peck's offices yesterday with a filing 
cabinet ready to remove the files 


By Raymond Hughes 

MR ASIL Nadir will mak* 
another attempt In the 
High Court tomorrow to 
force the Serious Fraud 
Office to tell him the basis 
for its investigation into his 
affaire. 

Lord Irvine, QC, far Mr 
Nadir, will challenge a 
judge's refusal three weeks 
ago to allow Mr Nadir to 
apply for an order rfira-Hwg 
Mrs Barbara Mills, QC, the 
SFO director, to give hhn 
details of the investigation. 

Mr Nadir wants a judicial 
review of what he claims Is 
the SFO’s “unfair" refusal 
to tell what transac- 
tions gave rise to the probe. 

His application was 
rejected on October 12, 
when Mr Justice Steyn said 
it would be "unworkable to 
impose a general duty on 
the director of the SFO to 
supply particulars if the 
person investigated asks for 
such information,” 

Good administration 
would be hindered, not pro- 
moted, If the disclosure 
order sought by Mr Nadir 
were made. The new appli- 
cation will be heard by 
Lard Justice Taylor. 


Growing pressure from MPs for government to set up inquiry 


MR PETER LILLE Y, trade and 
industry secretary, could announce 
the appointment of government 
inspectors to investigate the collapse 
of Polly Peck International as early as 
next week, writes Ralph Atkins. 

The Department of Trade and 
Industry is under growing pressure 
from Conservative as well as Labour 
MPs to set up an inquiry. Administra- 
tors, called in to re-organise Polly 
Feck, have been asked to report “at 
the earliest opportunity” and a recom- 
mendation for a full inquiry Is 
extremely unlikely to be refused. 

Ministers at the DTI are conscious 
of the widespread concern at West- 
minster about the lessons which 
should be learnt from Polly Feck’s 


unexpected and rapid collapse - par- 
ticularly over the sc al e of nan it lend- 
ing and the rede of the accountancy 
profession. 

The DTI will consult with the Seri- 
ous Fraud Office before making an 
announcement. Past objections to 
r unning two investigations in parallel 
could be over-ruled. 

Folly Feck has scarcely been men- 
tioned in the Commons* chamber 
itself but in Westminster's corridors 
and lobbies, fears about the possible 
consequences are not hidden. 

Mr James Cran, usually regarded as 
a Conservative loyalist an the Com- 
mons’ trade and industry committee, 
said: “It [Polly Peck] all seems to have 
been built on a pack of financial 


cards. It is a matter of confidence." 

The role of banks and of the stan- 
dards in the accountancy profession 
“are all matters of concern which 
have to be investigated properly." 

Another Tory MP asked: “How can 
you have a situation in which a com- 
pany, in a matter of months. Is built 
up by report after report and by ana- 
lysts to be worth billions and then 
suddenly crashes? It is a matter of 
restoring confidence, particularly in 
the government’s drive for popular 
capitalism." 

For Labour, Mr Gordon Brown, 
shadow trade and industry spokes- 
man, wrote to Mr Lilley yesterday 
urging him to end the “dithering aid 
delay" in setting up an inquiry. 


He expressed concern about the 
state of Polly Peck's accounts, the 
"amazing scenes” surrounding Mr 
Nadir’s attempt this summer to buy a 
large Chunk of the shares in his com- 
pany he did not already own, and the 
delay before Polly Peck's shares were 
suspended.“Mr Lilley should make a 
decision now," Mr Brown said. 

There are some doubting voices, 
however. Sir Giles Shaw, a former 
Conservative trade minister, thought 
a DTI inquiry unnecessary. “There 
are a large number of companies 
going bust and I suspect the trading 
circumstances had more to do with it 
than problems with its auditors”. 

Members of the trade and industry 
select committee are unlikely for- 


mally to Investigate Folly Feck's 
downfall but it could give further 
ammnnifinn to those on the commit- 
tee arguing for MPs to launch an 
inquiry into the City's regulatory 
regime. 

Polly Peck Itself, suggested an 
inquiry under section 442 of the 1985 
Companies Act in a lett er to to Mr 
John Redwood, corporate affairs min- 
ister, in September. Mr Redwood 
suggested Polly Peck might prefer a 
broader investigation into its affairs 
under section 431 of the same act 

The catch was that Polly Peck 
could have been required to pay the 
cost of the investigation. - possibly in 
excess of £im. Polly Peck never 
replied to that letter. 


This is the key to one 
of the oldest 
ceremonies in the world. 


. o TLtWR IS J 


The 'Ceremony of the 
Keys" is the nightly 
locking of the Tower 
of London where 
the English Crown 
Jewels hove been in 
safe-keeping since 
the mid -13th century. 
This ceremony has 
been performed every 
night for over 
700 years without o 
single interruption. 


This is the key to 
the world's finest global 
custody services. 

As an active investor, you know how im- 
portant it is to have timely information on 
day-to-day transactions. You need quick 
confirmation on settlements, dividends, 
and interest to optimize your cash and 
forex management. With SWISSEC, Swiss 
Bank Corporation's powerful communi- 
cation and reporting system, you can view 
your securities positions on screen at any 
time, no matter where they are being held. 
You can check on pending trades and cor- 
porate actions. You can conveniently 
exchange messages directly with your own 
custody account officer. And with our. 
securities lending programmes, you can 
improve the overall yield of your portfolio 
at no extra cost. Unlock the power of. 
SWISSEC. Alan Taylor at SBC London will j 
tell you how. Telephone 071 - 329 0329. 


Swiss Bank Corporation 

, Schweizerischer Bankverein 
Society de Banque Suisse 

The key Swiss bank 


Rank saves £15m 
initially with 
Mecca integration 


By Andrew HI I] 

RANK ORGANISATION, the 
UK's largest leisure group, 
expects to save £l4J5m a year 
now it has completed the inte- 
gration of Mecca Leisure's 
businesses, and believes the 
savings will continue. 

Rank won Mecca with a 
£490m bid earlier this year. The 
group called an analysts' meet- 
ing yesterday and Issued a 
statement to reassure the 
market about the 
purchase. 

Bank shares have fallen 
from a peak of 868p at the 
beginning of July on feats that 
it might be experiencing prob- 
lems with the Mecca acquisi- 
tion. 

But the group said benefits 
from the acquisition would 
include lower corporate over- 
heads, greater purchasing 
power and marketing and oper- 
ating cost improvements from 
the bingo, holiday, restaurant 
and hntoj businesses. 

After the meeting Rank 
shares rose more than lOp, 
against the trend of the mar- 
ket, only to fell sharply in the 
last 90 minutes of trading on 
suspicions that some brokers 
had downgraded their profit 
forecasts. 

They closed down 36p at 
543p. 

Analysts’ forecasts for the 
financial year which ends 
today range from £330m to 


£380m before tax. 

A new divisional structure, 
incorporating Mecca, will come 
into operation tomorrow, and 
Rank revealed that on a pro 
forma basis, net debt for the 
combined group at the end of 
1989 would have been 2817m, 
or 56 per cent of shareholders’ 
foods. 

Gearing has now fallen to 45 
per cent and is likely to be the 
same in about a year's time, 
according to Mr Michael Gif- 
ford, Rank's chief executive. 

He pointed out that some 70 
per cent of the £720m of net 
debt is flexed at rates of inter- 
est below 10 per cent fur the 
next four years. 

Mr Gifford said yesterday he 
was puzzled by the 50-point 
turnround in the group’s share 
price: “What we dearly said 
was that Mecca turned out 
overall exactly as we had 
expected it would, that the 
Integration had proceeded 
extremely rapidly and that we 
would see initial synergy bene- 
fits of £bL5m which would con- 
tinue." 

In its statement, Rank said 
its principal markets continued ' 
to be affected by the poor eco- 
nomic m ttw» uk and 

north America, but picked out 
the Haven holidays business 
and the bingo operations as 
strong performers in spite of 
the difficult conditions. 


DIVIDENDS ANNOUNCED 


Current Date of 


Correa - 
ponding 


Total Total 
for last 
year year 



payment payment dividend year year 

Anglo-Pavfc fin 1 Nov 30 3 

Durham (DO) § ——.int If Jan 22 1 . 2 

Jackson Group In* 1 Nov 30 1 - &2 

Urn SMhdyda fin 335 Dec 2 3.55 5.45 4.8 

Low (Wm) fin 5^5 Jan 7 4.4 7.75 6.5 

Powrscree n Wl int I0f Jan 11 1,45 - 5.04 

Thames Water Int 6 Jan 11 - 

WhSUngtcn ..... .int nil - 02 - 1.2 

£ vW ! 8n ? s penea per share net except where otherwise stated. 

■Equivalent after allowing for scrip issue. tOn capital increased by 
rights and/or acquisition issues. SUSM stock. fScrlp option. 


■fin 

3-95 

Doc 2 

3-55 

Jin 

5.25 

Jan 7 

44 

■int 

1-0t 

Jan 11 

1,45 

.Int 
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Jan 11 


.im 

nil 
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protests his innocence 

Nadir statement 
promises full 

co-operation 

This is the foil text of the statement issued yesterday by Mr Aril 

TUtemmdM. the Serfom Fraud (Mice to .Mnd aw wltha. 

acquire such shares of Polly Peck wtocii JSfSJiiL. 0 ? 

control, I my lawyers and oth er pro fessional uvum to 

afford complete co-operation to the Stock Exchange. _ 

its papers to the SFO, I instructed my la wyers to cc^ct both that 
nfw—. and the Department of Trade and Industry. They agata told 
both bodies teat toe fullest co-operating wowM be *i«°- . ■ 

“Apparently, without notifying the Stock Exchange ^ te rm - 
sons which the SFO refuse to make known tom* * 

w airaiit was exec u t e d to search the premises of South Audley Man- 

oo 

Stock nrim- to taking action which they must have known 

was p rice^a^ttveand which I belie ve. In part. o«W ■ i false 
market In the shares of Polly Peck. However, the SCO dU issue a 
press release notifying toe media of their actions. 

“South Audley Management Is a private company owned bye hurt 
and Is responsible for providing management services to ndl Inter- 
ests as I, my family, and family trusts, have to thfa cn mtry. ggc 
instance, it ptop e r ty rad as Burtey-on-the-Hffl In L ei cester- 

shire. 

"Additionally, it and other companies serviced limited .wwpyr 
iH publishing interests in. fola country and aseteted with wilier 
operations abroad ■ 

“On the same day that the warrant was executed at South Andhy 
Management premises, my lawyers were co n ta cte d by the SFO who 
nrfrod that I attend for interview. Although dates in the 

following week were suggested by the SFO, X Instructed my lawyers 
to confirm that I wtehedto attend at the very earliest opportunity. 

■X duly did so cm September 20, a date which as It transpired was 
highly Inconven ie nt because speculative rumour (Including the 
announcement of my death) Inwl the roloaee of information to the 
media, earned the share price to fall dramatically until the shares 
were suspended at Polly Peek’s request. 

“Although there were obviously heavy demands upon my atten- 
tion, these did not affect my willingness to attend the SFO vohaa- 
tarily to assist. 

-At the Interview with the SFO X ans we red as best X could. In 
difficult drenmstances. the bread and generalised questions put to 
me. Attn the interview, neither I nor my lawyers were any wiser 
about the actual transactions or series of transactions which must 
Hi tow have c on cern ed tbs SFO. 

“After the fan in the share price, the SFO asked Polly Pack 
whether the wwip an y would aQow their Instructed accoun t ants fatu- 
ities to inspect documents at the company’s London office. Of course, 
that request was acceded to readily. 

“For about three weeks, those ac cou nt an ts have been working In 
the company's offices, documents, and their questions 

were bring answered. 

“Notwithstanding the co-operation that the c o ifur and myself 
have given and continue to wish to give, the SFO - for reasons best 
known to itself - has chorea to use the Metropolitan Police to enter 
and search the company’s premises In a more spectacular way than 
ftto investig ati on s by proEnslooal accountants achieve. 

“■nris Is all the more astonishing since 1 understand that the Joint 
riBrii ite wtun i law also had hated tn the HW that they will flMpav 
ate fully with any investigations. 

“Even before today’s events, l and my lawyers have been con- 
cerned with various aspects of foe SFO’s hamUtm of Ms investiga- 
tions, 

“It Is known that X will renew my appBcatkm to foe divisional 
court for leave for a judicial review, ha such circumstances, I am 
therefore constrained from making farther comment ha tide particu- 
lar regard. 

*T would finally wish to repeat that I bare c wm a ai tted no erfoalnal 
act and in prSwiiw X have not been Involved with any illegal car 
unauthorised share rfrfilfnpi and I beUeve that today’s actions by the 
SFO are symptomatic of a new desp er ation on the part of that body.” 

COMPANY NOUCCS 


JOINT COftffftNY ANNOUNCEMENT 

ANGLO AMERICAN CORPORATION OF 
SOUTH AFRICA LIMITED 

(AAC) (Registration No. 01A>5309/0G) 

DE BEERS CONSOLIDATED MINES LIMITED 

<PCB£E8S) ptegmraaonNo.il/000a7/0Q 

EAST RAND GOLD AND URANIUM 
COMPANY LIMITED 

(ERGO) OtegWratton No. 71/0700 1/06) 

WESTERN DEEP LEVELS LIMITED 

(WPL0 OtegtenUM No. 57/02348/08) 

(AH trf wtdefa jue Incorporated la Hie Republic ol Sooth Afrlcq) 
and 

DE BEERS CENTENARY AG 

PNTBWIOf) (incorporated to Swttzatotd) 

WITHDRAWAL OF LISTINGS OF S ORDINARY 
SHARES AND LINKED UNITS 
INCORPORATING S ORDINARY SHARES 

Members of the abovementioned companies are advised 
that in response to applications by their respective 
companies, The Johannesburg Stock Exchange and The 
International Stock Exchange of the United Kingdom and 
Republic of Ireland Limited have consented to the 
withdrawal of the listings of the Issued S ordinary shares 
of ERGO and WDL, and the finked .units of De 
Beers/Centenary which incorporate De Beers S ordinary 

shares. The effective date for the withdrawal of the listings 

will be the close of business on 2 November 1990. 

In the case of ERGO and WDL, AAC will exchange at no 
cost ordinary shares In ERGO and WDL for the S ordinary 
shares held by shareholders in these companies. This 
exchange will be possible for so long as shareholders hold 
S ordinary shares which cannot be co n v e rted Into 
ordinary shares because of the Impact of legislation In the 
United States of America on shareholders In that country: 
Similarly, in the case of De Beers/Centenary linked units, 
AAC will make available at no cost linked units 
Incorporating De Beers deferred shares In exchange for 
Unhed unite which incorporate De Beers S ordinary shares 
held by linked unitholders. 

40 Holbom Viaduct 
London EC IP 1AJ 

31 October 1990 


London Swiss Bank Corporation, Swiss Bonk Mouse, 1 High Timber Street, London EC4V 35B. General Management: 01*4002 Basel, Amchenplatz 6, 
CH-8022 Zurich, PorodeplaH 6. Worldwide network! Amsterdam, Atlanta, Bahrain, Bering, Bogota, Bombay [Adviser], Buenos Aires, Cairo, Calabar 
[Adviser], Calgory, Caracas, Chicago. Dallas, Dublin, Ecfinburgh, Frankfurt, Grand Cayman, Guayaquil (Adviser], Hong Kong, Houston, Johannesburg, 
Lima Los Angeles, Luxembourg. Madrid, Melbourne, Mexico, Miami, Milan, Monte Carlo, Montevideo, Montreal, Munich, Nassau, New York, Osaka 
Panama Pari*. Rio de Janeiro. San Frandsce, Sao Paulo, Seoul, Singapore, St. H#lier/ Jersey, Stuttgart, Sydney, Taipei, Tehran, Tokyo, Toronto, Vancouver. 


BOARD MEETINGS 


Tho teflpwtng compe nlej nave notified dates 
ot baud moating* to me Stock Exchange. 
Sudi maaUnya are usually bald far toe pun- 
pose ol cawdeftng dMdanda. Official indlca- 
*»” not avttlaWa am to wttstoor toe 
oMdanda are famrlme or flnatt and too eub- 
QMatotta eftowm baton ora baaed mainly on 
tost year's ttmeabwe. 

TODAY 

•ntortma- Aran Energy, Atlantic flumunmn 
Bottom HkSos. Biacttend OH, Brush feme* 
Pstrafaum. Contrmray Trust C u fl a nn . Graa- 
nam Haas, jmp, Marita a Spencer*. Mese- 

otoa Cap A Inc Trust aom, ttefaton fas. Truat, 


Rom Ewans bwffi. SMMv TUtfow on, Want- 
wty. 

Finals- Baa Brov, Farmer, Honeysuckle. 

_ niranniTn 

CSTT Emerging Asia Trust _______ No* 2 

Christie Group — ... tarn. 27 

Ewans ot Leeds Dec. « 

Forward — Nov. 21 

Pw«and Textile No*. 0 

Thorn E MI __ NOV. W 

BOO - NOV. 12 

teny- _ Dec. 10 


LEGAL NOTICES 


MIKE MATTER si ROGKWooo NUBCT 

wbvwct va»TO ci ad — mg in ATKwq 

AND. 

■ TM MATTBI ol tin toeotvew, Act mg 

Note© fa hsrofty given tost a »nana of 
Gradtnrs m too above matter to to be hod at 
NATIONAL MOTORCYCLE MUSEUM, Co£ 
ENTRY ROAD. BICKENHIU/mShull 
WEST MIDLANDS, Bft2 OCJ. 

On toa sMh dot ol November woo 
at lOaOam 

fl) to enMkfsr nty fa Wm a s ta under uani ^ 
me In so lv en cy Aot ISOS and ta coulder 
aetaMtotag a Creator* 1 oomndBaaT^^^ 

A proxy ton* .teayW be completed and 
ram med to a» by dMO <t toe maaona a 
you cannot attortfl too maetfna and Mah to 

■ttoemaaiing.yomnustgtvatonin.iM HM— 

Own T2.DQ houra on Bis buatoeaa cfay baton 
to. day flood tortha maaHng, jSStS 
wrting of yoor claim. 

JJ. Pows « - Joint Administrator 
Co* Oulttft •« Temple Ftovr. 

Bfodngtwn 82 MT 


ACCOUNTANCY 

The Financial Times proposes Ut 
publish this survey OK 

30 November 1990 

For a fan editorial synopsis aad 
adnrtiscmant Artilji 
ptawi contact: 

Mkbeal Rowiaodt 
oa 071-873 3349 

Or write to Urn ac 


Number Ono 
Southwark Bridge 
Loudon 
SKI 9HL. 


PERSONAL 


PlIOLIc antAICSM overcame toe tear , 
nervouaneaa oi no bite epaMtafl. Pfa 
fatotera Ng Skins Training. Tet O 
BBT3S9 
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UK COMPANY NEWS 


Cost reductions behind 
Thames Water’s 40% rise 


By Amtraw MB 

THAMES WATER, largest of 
tfra in water and sewage busi- 
nesses iir England and Wales 
privatised a year ago, poshed 
up pi»4ax. profits by 40 per 
^Tit to £U3m in the six 
months fo.tfce end of Septem- 

b ^iie g roup said a larg e part 
of the im pruvemertt had coiim 
from coat reductions in the 
core utility business. 

Thames flBchrBd an Intftriiw, 
dividend af Bp a share and 
repeated Its pledge to increase 
above the rate of 

inflation/' 

Honevar. Ur David LufEram, 
the grouse' finance director 
pyCT sh&rrtiolders could not 
a pmiw the foB-year dividend 
would ..fee 'three times the 

The profits compared, with 
yaim in toe first half of last 
year, before privatisation, or 
£STm asannflfcog the new capital 
structure 1*5 been in place at 
the- begfannng of April 1989. 
Turnover '.zibae' from . £297m to 
£427m axvCe&nrfngs par share 
lneraiasBd:ifiiaim a pro. forma 


20.4p to 27J3p. 

The results were Blightly 


, only %p to 237p 

xa.a «THng market- But ana- 
lysts warned against drawing 
any firm conchisians from the 
interim results. 

Mr TjiWc Afhflnarin n Of UBS 
Phillips & Drew pointed out 
that performance could only be 
assessed against the original 
obligations of the company 
under the new regulatory 
regime, which have not been 
published. 

Operating profits were held 
back slightly by a small loss cm 
non-core activities, including a 
nine-m onth cnnirilHiti on from 
PWT Worldwide, the water 
treatment business which 
Thames bought from Portals, 
the paper-making group, imme- 
diately after privatisation. 

Ur Roy Watts, Thames* 
chairman, said PWT had been 
restructured since the «« qn™- 
tlnn and was expected to run 
into profit next year. 

He that Thames M 
looked at Caird, the waste 


management group which was 
the subject of an ill-fated bid 
from Severn Trent, a fellow 
water company, but its advis- 
ers counselled against launch- 
ing a takeover. 

Severn let its bid lapse last 
week after taking fright at tiro 
company's defence dbcumenL 
Mr Watts said the embarrass- 
ing withdrawal was not good 
tor public perception of the pri- 
vatised industry. 

Thames is the first of the 10 
water companies to rmnrmnn» 
its interim results. The other 
nine wfll publish their figures 
at the end of T H*x t month or 
b eginni n g of December. 

The group said it was stm in 
negotiation with BAA, the for- 
mer British Airports Author- 
ity, about the mfe of land nec- 
essary to construct a fifth 
twrmiiiqj at London's Heathrow 
airport. A deal could be 
announced within two months. 
BAA Is likely to pay tor the 
building of a new sewage treat- 
ment plant for Thames, to 
replace the gvigHwg works on 
the site. 


Powerscreen rises 12% to £9i 
and: confident on second half 

ByCtaraPearaon 

PO WERSCREEN In ternational , 
which makes and markets 
^■f amiwg and. crashing eqxdp- 
ment, iixxeased pre-tax profits 
by. 12 per cent from £8.05m to 
tfl Mm in-toe halfyear to end- 
September. Sales came to 
£318m, a 10i5 per cent advance 
on tiro previous £SL53m. 

Mf John. Craig, chairman of 
the. Northern Ireland-based 
raid the board was 
of a successful seo- 


Sharo price (pence) 
190 


and six months. He said that 
overall demand was strong. 

The interim Is lifted by 1QA 
percent tolAp. 

Earnings per share- In the 
fitf haU.djtoped to 9p (9-3pX 
This was after a rise in tiro tax 
charge fi$m~19J> to 23 per cent 
The company said it also 
reflected the August acqttisi- 
ttonof finder, toe Alabama- 
based waste, disposal equip- 
ment company where toe 

<3* 5m mmrfrianitim i W88 Satis- 
fied by a vendor piadng . 

In the DS, the company's 
north eastern US operations 
were experiencing poor 
demand in-toro with the econ- 
omy in those regfofia. Bid mid- 



westem businesses were buoy- 
ant. 

The share of North America 
fen from 45 to 38 per cent But 
the UK held steady at about 30 
per cent. 

Europe contin ued ti ro fastest 
growing market with demand 
spread across all west Euro- 
pean countries. Europe 
increased as a p ro portion of 
«g]pg from 20 to 29 per cent in 
'the half-year* 


The company said it 
remained keen to take advan- 
taged suitable acquisition 
opportunities. 

• COMMENT 

With so many tales of woe 
emerging from other compa- 
nies, the story from Power- 
screen looks particularly cheer- 
ful. Aside from n» fant that its 
mobile plant equipment has 
environmentally-sound applica- 
tions, it adapts itself to a broad 
spread of industries ranging 
from mining , quarrying and 
construction to sewage dis- 
posal. There is some concern 
about dumanri in parts of tiro 
US at toe moment, bat Europe 
keeps going from strength to 
strength. Powerscreen was, tor 
instance, fortunate enough to 
build up operations in West 
Germany ahead of reunifica- 
tion and its attendant expected 
boost to stone crushing activ- 
ity. Pre-tax profits this year 
should rise from £144>5m to 
about £l&5m; this puts the 
shares on a p rospective p/e of 
about 9, which looks a 1 
than they deserve. - 


Acquisitions help boost Henry 
Barrett 23% to £12.5m 


By Andrew Bolgov 

HENRY BARRETT Group, the 
Bradford-based steel and indus- 
trial products company, yester- 
day reported a 23 per cent 
increase in pre-tax profits to 
£l2Am in the year to August 
SL 

T ur no v er rose by 44 per cent 
to Y139.6&U but earnings per 
share fell 5 per cent to I9.98p, 
diluted by the issuing of new 
shares to fund acquisitions. 
The final- dividend of &65p 
makes a total for toe year of 
5£Sp, . ah increase of 11 per 

Of the 4Aper cent increase in 
turnover, 38 per cent was 
organic growth - and the 
remaindor usone- from acquisi- 


Heury Barrett said that dar- 
ing the second half of the year, 
the group had experienced bad 
debts in excesa ct £&15m. the 
majority at which were in tiro 
design and build activities of 
the steer ImflcGnga division. 
This cost had been largely off- 
set by fShtfoedll insurance 
cover. 

The group said that in spite 
of investing- over £ 20 m oh 
acquisitions and fixed assets. 
Of which £9.4m was raised 
through issues erf shares, group 


was qnly 3L2 per cent. 

:nairman. 


Barrett, cl 


said: "The year ahead promises 
many opportunities for further 
devriownents of core activities, 
despite the downturn af fe cting 
UK industry - indeed more 
potential exists because of it. 
We intend to maintain our 
modest level of gearing and so 
remain in a strong position to 
capitalise an opportunities as 
they arise. 

“In what is likely to be a 
tough year I have every confi- 
dence that the group's finan- 
cial strength strategic 
positioning wfll ena b le us to 
progress.’' 

In steel bandings, the group 
mM d e sig n «*d build volume 
had fallen markedly, with par- 
ticular pressure on margins tn 
the second halt Demand at its 
Westbuiy Tubular structures 
subsidiary remained high. 

Yesterday ' the group said 
Westbury had just received its 
biggest order - a £4m contract 
to provide the main steelwork 
for the international ran termi- 
nal at Waterloo Station In Lon- 
don. 

In its materials handling 
division, toe group said a 
recent acquisition. Advanced 
Storage Systems, had proved 
disappointing and had been 
merged with Organised Stor- 
age 


There had been pres su re on 
margins in the generaUndxro- 
trlal sector, and lower than 
expected levels among edgeef- 
town retailers. 


Henry Barrett is a quality com- 
pany, with a much-admired 
management but it is 

exposed to some of the tough- 
est areas in a recession-hit 
economy — steel bondings f or 
the retail and DIY sectors and 
steel stockholding. In spite of a 
strong performance from its 
spedal products division, these 
results were below expecta- 
tions — largely because of 
losses cm bad debts. House bro- 
ker Panmure Gordon is fore- 
casting profits next year of 
ffiajwi, t h<High JHMithfii* analyst 
goes as low as £11.5m. The 
shares, unchanged at 12Dp yes- 
terday, are well down from 
their January peak of 279p 
after a couple of profits down- 
grades. Taking the house bro- 
ker’s more optimistic figure, 
the shares are on a prospective 
multiple of 5.7. That looks 
cheap for what should be a 
good longterm reco v ery stock. 
However, the grim economic 
outlook means shareholders 
need be in no rush to climb 
aboard jnst yeti 


.. V 


Roger C. H. Luscombe 


has joined out firm as a 
Managing Director 


Dillon, Read Limited 


Member of The Securities Association 


Bankers detailed 
talks with Brent 
Walker under way 


By Maggie Urry 

Friends Provident has sold 
650JXX) shares in Brent Walker, 
toe highly-geared leisure com- 
pany. But the Investment man- 
agement group still has L648m 
Brent Walker shares, repre- 
senting 3J29 per cent of the 
equity. 

Friends Provident had a 4JS 
per cent stake in Polly Feck 
international, the fruit,- elec- 
tronics and leisure, group 
which went into administra- 
tion last week. 

Stock market observers 
noted that a large institutional 
seller had pushed the Brent 
Walker share price down 
sharply last Friday. That morn- 
ing it feu from 72p to touch Z9p 
before bouncing back. 

Brent Walker’s shares fell 4p 
to 51p yesterday, as investors 
digested the document cover- 
ing its £103 Am convertible 
band issue posted to sharehold- 
ers on Monday. 

Bankers yesterday that 
detailed talks about varying 
the group’s banking arrange- 
ments, described in the docu- 
ment, had already started. 

One said talks would proba- 
bly not be completed until the 
last practicable moment. 

These talks co v er tiro group’s 
covenants and the rep ay me nt 
schedule fix: its debt, which on 
the most conservative basis 
totals £L4hn. A banker said, 
“there is no point setting a 
repayment schedule that the 
company cannot meet 1 * 

Brokers said yesterday that 
when the Brent Walker band 


starts trading its pries is likely 
to be quoted as low as half the 
par issue price. 

One said “no shareholder in 
his right mind will vote 
against the bond issue at the 
extraordinary general meet- 
ing.” The meeting is to be held 
an November 15. 

If shareholders did vote 
against, he said, they would be 
turning down cash raised an 
terms set in September which 
could not now be repeated. 

Mr Walker said yesterday 
that he hoped soon to sell fur- 
ther film and television assets. 
On Monday the sale of Gold- 
crest for $33m (£lTm) was 
announced. He said negotia- 
tions were in progress to sell 
toe cable business to a US 
group tor £4m and the post pro- 
duction activity for £6m. 

He said Brent Walker had 
agreed to sell a third of the 
land at the Elstree film studios 
in Hertfordshire to Tesco, the 
food retailer, for g!9.5m and he 
believed that planning consent 
obtained to build offices, a 
do-it-yourself store and a hotel 
would mean the rest of the 
spare land at Elstree would be 
worth £30m next year. Further, 
ha said, he expected to at least 
recoup $l6%m spent on mak- 
ing “Rock-a-DoodLe”, a cartoon 
about chickens, which would 
go on release next Easter. 

This would bring the total 
raised from seQtng Arose assets 
to a few uiiTKnm pounds short 
of £90m, he said. 


ARROWS 


TOP 1000 
COMPANIES 



Does your Company’s 
turnover exceed £1,000,000? 

Have you been in business for 
more than 3 years? 

Do you consider yourselves 
successful and profitable? 

_ If your answer is “YES” 
to these questions, you could be 
jible for membership of the ARROWS TOP 1000. 
This elite selection of companies both laige and small, 
representing the dynamism of British Industry and 

ier with Arrows Limited. 




Arrows will provide the ideas, the events, the venues, 
the motivation and the rewards, you will provide your 
presence and enthusiasm. 

There is no charge for membership entry into the 
Arrows Tbp 1000 Companies. 

AE Arrows events 3re in aid at, recognised childrens charities. 


AKR(')WS'# l 'LI\HThU 


I «ynfl an ap plirat-inn parlcagp (tit dip Arrows Ttap 1000 Com pani e s . 

I 
I 

| Address. 

I 


FT44 


Name 

Tide 

Comp a ny. 


.Tfck. 



ARROWS LIMITED FREEPOST 
Arrows Bouse Dunham Mount Dunham Rood 
Altrincham. Cheshire WA14 IBB. 

1fekphooe> 061-941 2500. Telexi 667052. Arrows G. Fa& 06I-92S 694& 
Mem b ership will be granted at the discretion of Arrows tel 
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INTERNATIONAL PACIFIC 
SECURITIES PLC 


AUSTRALIAN CLIENT SEEKS 
TO ACQUIRE OR INVEST IN: 
Australian based wholesale. Retail, Service, 
Distribution or Light Manufacturing Business 

Proven Management and Operations essential. 
The business could be a: 

* Australian Subsidiary of UK or other Overseas 
Group 

* Small Public or Private Company 
with significant Australian assets 

* Non-Care operations of an Australian 
business 

Our Client would also consider participation in a 
Management Buy Out. 

CONTACT 

Gregory Barker Martin Hanrahan 

London Office Sydney Office 

Tet 071 860 1114 Tel: 02 221 1066 

Fax: 071 860 1119 Fax: 02 233 2736 


UK COMPANY NEWS 


JF PACIFIC WARRANT COMPANY S.A. 

SoeM£ Anoqyme 

Registered Office : 2, boulevard Royal, Luxembourg 
R.C. Luxembourg B 24^2 

Notice is hereby given do the shareholders that the 4th 

ANNUAL GENERAL MEETING 

of shareholders of JF PACIFIC WARRANT COMR\NY S. A. will be 
held at tbe offices of Banque Internationale i Luxembourg, 69. route 
d'Esch. L-1470 Luxembourg, on Friday, 16th November [990 at 3j00 
p.m. with the following agenda : 

1. Submission and approval of die Reports of the Board of Directors 
and of the Auditors. 

2. a) Approval of the Statement of Net Assets as at 30th Jane 1990 

and of the Statement of Operations for die year then ended; 
b) Appropriation of tbe Net Profits. 

3. Discharge of tbe Directors and of the Auditors. 

4. Action on nomination of the Directors and tbe Auditors. 

5. Miscellaneous. 

Tbe shareholders are advised that no quorum is required for the items 
on the agenda of the Annual General Meeting and that decisions will 
be taken at a simple majority of the shareholders present or represen- 
ted at tbe meeting. 

In order to attend the meeting of 16th November 1990 die owners of 
bearer shares must deposit their shares five clear days before the mee- 
ting at the registered offke of the Company at Banque Internationale 
3 Luxembourg, Socidtti Anonymc, 2, boulevard Royal, L-2953 
Luxembourg. 

THE BOARD OF DIRECTORS 


1990 HALF-YEARLY REPORT 

Notice is hereby given that copies of 
1990 half-yearly report of Montedison 
S.pA. are available, upon request, at 
the offices of its UK subsidiary, 
Montedison (U.K.) Limited, 111, Upper 
Richmond Road, Putney - London, as 
well as at the London Office of Morgan 
Guaranty Trust Company of New 
York, Morgan House, 1 Angel Court 
att Mr. David White - Securities 
Service Dept 


£45,000,000 

THIS IS THE AMOUNT YOUR COMPANY CAN 
SAVE BY RENTING 25,000 SCR FT. Or 
, EXETciCS PREMIER OFFICE SPACE VS. VVC 1 
OVER A 10 YEAR PERIOD. CITY CENTRE * 

HI SPEC • CAR PARKING. FOR DETAILS 
CONTACT CAROLINE JACKSON (0392) 5 5 A&' 


GROUP FINANCIAL RESULTS 

(UNAUDITED IAS) 


F1M mSSon 


Net sales' 

Profit before taxes, 
minority interest* and 
extrewtfnoy Rems 
Taxes on income 
Minority Interests 


1.1-31.8 1.1-31 jB 1.1-31,12 

1990 1989 1989 


6,936 6,941 10,760 



Earnings per share, RM 


4.91 6J31 


Copies of the Ml taxi of the Interim Review are arefeble si the UK on 
request torn: 

Kansaffis-OsaKe-PankW, Corporate Finance, 

Kan soltis House, 80 Bishopsgata. London EC2N 4AU. 


Delays could mean time for independence fight 

Andrew Bolger on the implications of Davy Corporation’s latest contract being nine months overdue 


D avy corporation’s 

involvement in a legal 
wrangle over yet 
another large, late- running 
contract came as unwelcome 
news to shareholders in 
Britain's largest Independent 
engineering contractor. 

Davy's shares yesterday 
dosed at a new low for the 
year of 87p as the City consid- 
ered the implications of the lat- 
est dispute which Is over work 
for Exxon, the US oil company, 
at Britain's largest oil refinery 
at Fawley, near Southampton. 

At that level, Davy is valued 
at £103.lm - less than half tbe 
£277m which the company was 
worth as recently as June 4. 
Analysts said the sudden col- 
lapse In the share price had 
threatened the independence of 
the British group, which had 
been bedevilled by disastrous 
contracts in recent years. 

Esso, which ts Exxon’s Brit- 
ish subsidiary, has terminated 
Davy's contract to to construct 
a residflner at Fawley - a 
device which turns by-products 
of the refining process into gas- 
oline and feedstock for tbe 
chemicals industry. 

A weekend meeting in New 
York between senior execu- 
tives from both groups foiled to 
resolve the dispute and both 
sides are filing concern- 
ing the contract, which is run- 
ning about nine months late. 

Davy has blamed Esso's 
agreements with the trade 
unions at Fawley for denying it 
the flexibility and ease of 
access it needed to complete 
the work on time. However, Mr 
Ted New, a Southampton offi- 
cial of tbe Transport and Gen- 
eral Workers Union, denied 
that the union agreement had 
put obstacles in Davy's way. 

Mr New, the chief negotiator 
for all the engineering unions 
at the site, said Davy had been 
offered a choice of agreements 
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when It had started work on 
the contract in 1987. The com- 
pany had chosen to work 
under the Fawley agreement, 
as had most other contractors. 

Mr New said none of the 
other contractors who had 
worked under the agreement, 
such as Wimpey and Costain, 
the construction companies, 
had found It difficult to com- 
plete on time. Davy had 
monthly meetings with the 
unions but never raised any 
concerns about the contraints 
placed upon tt by the agree- 
ment 

Union officials at the site 
said the residflner was still 
well short of coming on- 
stream. One said: “It is one of 
the most incomplete projects I 
have seen." 

Shares in Davy started to 
plunge in late June, after tbe 
company revealed losses of 


£25, 6m in its offshore division. 
The main factor was previsions 
against losses on a £120m con- 
tract to provide a floating pro- 
duction platform for the Emer- 
ald oil field, east of Shetland. 

Davy has filed claims total- 
ling about £50m against its cli- 
ent, Midland and Scottish 
Resources, the USM-quoted oil 
and production services group. 
The engineering group said 
changes in the scope and tim- 
ing of the work in Dundee had 
driven up costs and caused 
delays. MSR has counter- 
claimed for £5m and may sub- 
mit a further claim for late 
delivery of the rig. It was due 
to be ready by August, but is 
now not likely to produce oil 
before the spring: 

Mr Martyn Deaner, chair- 
man of MSR, has dismissed 
Davy’s claim as “nonsense", on 
the grounds that the contract 


US manufacturing base for Verson I Wellcome sells vaccine lossmaker 


Verson International, the 
Black Country-based maker of 
production systems for metal- 
working industries, is estab- 
lishing a wiaw rfa ntiirln g pres- 
ence in the US through the 
purchase of a Chicago factory 
in which it will make coil pro- 
cessing equipment, writes Paul 


Mr Tim KeUeher, p.hnimwin, 
said that, In addition. Verson 
Intended to make three corpo- 
rate acquisitions which would 


provide manufacturing capac- 
ity for presses, welding 
machinery and roll 
forming. 

Spending in the US has so 
far totalled $4m (£2.05), of 
which $2.4m went on the Chi- 
cago factory. Of that 82.4m, one 
third was raised through the 
issue in the US of local indus- 
trial bonds. The group is plan- 
ning the listing of its shares in 
the US fn the form af American 
Depositary Receipts. 


Wellcome is negotiating to sell 
its loss-making human vac- 
cines business to Medeva, the 
only other UK vaccine manu- 
facturer, writes Clive 
Cookson. 

Medeva plans to transfer 
WeDcome’s vaccine production 
from Beckenham, Kent, to the 
vaccine plant run by its Evans 
Healthcare subsidiary at Speke 
near Liverpool. 

Although Medeva will 
expand the Speke plant and 
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The delayed Ocean Emerald rig deft) sits In Davy’s Offshore Dundee yard, ready to be floated out 
for stability tests 


was signed in December, 1988, 
on a lump-sum, turnkey basis 
- under which a contractor 
undertakes to complete the lob 
specified for a fixed price. 

Mr Derek Hawkins, Davy’s 
finance director, said he could 
- not comment on either con- 
tract 

Industry sources said Davy 
saw the Emerald contract as 
giving the group a route back 
into the offshore oil Industry, 
from which it had retreated in 
the mid-eighties after the col- 
lapse in oil prices. 

Davy formed a joint venture 
company with Gotaverken 
Arendal (GVA), the Swedish 
state-owned offshore technol- 
ogy company, which drew up a 
preliminary specification for 
the rig conversion is Dundee. 
However, GVA later pulled out 
and Davy was left with sola 
responsibility for completing 


will offer jobs to some Well- 
come staff there are still likely 
to be redundancies among the 
250 people making and 
developing vaccines In 
Beckenham. 

The two companies have not 
disclosed the price befog dls- 1 
cussed for the deal, but it is | 
likely to be dose to the £18Jim 
which Medeva is to receive 
from last week's sale of its 
o v er-the-counter drugs busi- 
ness to Boats. 


what has proved to be a more 
complicated and expensive 
contract than was envisaged. 

There have been extensive 
management changes at the 
yard, m March, Mr David 
Sdey, chief executive of Davy'S 
offshore division, left the 
group. 

Davy’s Dundee difficulties 
might not have received such a 

frosty reception had it not been 
for City memories of a disas- 
trous desulphuri&ation plant 
contract In West Germany, 
which slashed profits in 1388. 

When Davy announced a 
provision of £17.2&m for losses 
on the £i2Qxn contract in the- 
1988 results, it also revealed 
that it hfld rwwte an untden rif- 
led provision of more than £7m 
on tbe same £L20m contract in 
the previous year. One analyst 
said: Davy has never been for- 
given by many people in the 
City for foiling to identify the 
source of such a significant 
loss." 

Davy countered that occa- 
sional provisions were an Inev- 
itable part of working on large- 
scale projects, but the group’s 
continuing propensity to 
threaten lts low profit margins 
with individual contracts 
which go wrong has revived 
questions about whether it is 
big enough to survive in a 
world market which is domi- 
nated by giants such as 
Bechtel of the US and Sumi- 
tomo of Japan. 

One immediate source of 
pressure on Davy may be Spie- 
RaHprrn| ] p«} t the french con- 
struction concern, which took 
a 14.7 per cent stake in tire 
British, group in March in 
exchange for Cleclm, the 
French group’s subsidiary 
which designs and builds pro- ', 
duction plant for steel and 
other metal industries. 

The French group, which 
was given a seat on Davy’s 
board, has since seen the value 
of its stake foil from ££Llxn to 
£L5.14m. At the time of the deal 
Spie-BatignoBes agreed not to 
lift its stake above 15 per cent 


Davy Corporation 

Share price (pence) 

230 



without Davy’s consent before 
the end of 1993. However, "one 
obvious solution to Davy’s 
plight would be for the French 
to make an agreed takeover,* 
an analyst said. 

The French stake, which was 
seen by both sides as the start 
of a strategic alliance, is cer- 
tainly likely to deter possible 
predators. But it is also likely 
that Sir Alistair Frame, Davy's 
chairman since January, Is 
likely to fight to preserve the 
British group’s independence. 

Sir Alistair comes with a for- 
midable management track 
record after spending 22 years 
at RTZ Corporation, the 
world’s biggest mining group, 
the last five as rfmirmnw. He 
.replaced Lord JelUcoe. a for- 
mer government minister and 
leader of the House of Lords. 
Lord JeHicoe's main contribu- 
tion to the group was seen to 
be in his government contacts 
and lobbying skills. 

The difficulties at Fawley 
could not come at a worse 
time, with the Dundee losses 
already having convinced some 
analysts that the British group 
was vulnerable to takeover. Its 
interim results on November 
21 will be keenly awaited. If 
Davy does give foe City any 
more unpleasant surprises, it 
is likely to be the last rime it 
will, do so as an Independent 
company. 
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COMMODITIES AND AGRICULTURE 


Saudis aim for 10m b/d in 3 years 


by VfciarlMMb in Riyadh 

IN THE three months since 
Iraq’s invasion of Kuwait, 
Saudi Arabia has rapidly 
Incr eas ed its ofl production 
from '5-fim barrels a day to 
between lAnand 8 m b/ d. . 

jt is now.wondng flat out to 
raise capacity to 10m b/d 
within the nertr three years, at 
the same tin* as malting con- 
tingency plans for a possible 
war In the GoK - 
gfi HV H ofBdals are anxious in 
the short term to eisure the 
flow of crude oil to the king- 
dom's customers while import- 
ing and storing enough jet fuel 
and other refined products to 
‘ any allied war effort 


p yuin r. iu«|* 

fo the Jongar term, they need 
to attract and keep scarce 
petndeum engineers and proj- 
ect managers and buy new 

equipment®)* their mudrao- 
celerated programme to 


extra production since 

August — - equivalent to the 
entire output of a leading oil- 
producing country - has been 
achieved by taking facilities in 
the Safaniya, Marian and Zulnf 
fi ring out rf mothballs. 

Total ontptit of 8m b/d is sus- 


tainable and ean be raigori bv 
mld-lflSi to ft.5m b/d - or 8.7m 
n the output of the Arabian Ofl 
Comp any, the Japanese joint 
venture in the Saudi-Kunaiti 
neu tral zone is included — 
without flaring gas or invest- 
ing heavily in new machinery. 

Saudi officials say they can 
do this by operating some 
equipment at slightly above 
the .capacity pstiTnati^ by con- 
servative planners at Saudi 
Ara mc o, the imtiwm i »n com- 
pany. The only drawback is 
that most of the extra crude is 
relatively heavy and comes 
from fields close to the poten- 
tial conflict zone wa»t ~ the 
Kuwaiti bonier. 

To go above the plateau of 
8.5m b/d, Sandi Arabia plans 
substantial new construction 
in virgin territory away from 
the vulnerable northern part of 
the country’s eastern province, 
which has so far been the focus 
of the Saudi oil industry. As 
recently as a year ago Saudi 
Arabia was aiming for the iftre 
b/d target Oast reached at the 
height of the oil boom in the 
early 1380s) only by 1998, and 
had earmarked DSJISbn in cap- 
ital spending for the 19906. 


Now it intends to exploit as 
Quickly as possible reserves of 
light crude in the em pty quar- 
ter desert in the south. It ai«n 
wants to develop ultra-light oil 
finds near Riyadh which it 
hopes will soon yield 200,000 to 

300,000 b/d. 

The main difficulty is per- 
sonnel MOTS 500 Of S^ndi 
Aramco’ s 11,500 foreign 
employees - most of them 
As ia ns - have resigned follow- 
ing the Iraqi invasion. Others 
have sent their famiiiat home 
and a 15 per cent pay rise 
awarded in October for the 
duration of the crisis may not 
be enough to persuade ty^m to 
renew their contracts. Saudi 
Aramco managers accept this 
and portray the wage increase 
as a “productivity allowance” 
to compensate for the 
increased workload as capacity 


After years of streamlining 
by thfl world oil business In ^ 
recent lean years, it is hard to 
find experienced staff and com- 
petition among oil producers is 
stiff. 

Mr All Naimi, Saudi Aram- 
co’s chief executive, visited the 
US this month and is gajd to be 


looking fig 800 America ns ami 
Canadians to help with the 
expansion, including some 
more loaned employees from 
the four traditional Aramco 
partners: Exxon. Mobil, Texaco 
and Chevron. Overall, Saudi 
Aramco is hoping to boost its 
48,000 strong work-force by 
more than 3,000, of whom more 
than 1JJ00 are likely to be expa- 
triates. 

Saudi Arabia also needs the 
sort of equipment which 
requires long lead times, 
including pipelines, compres- 
sors and gas<dl separators. 

With a quarter of the world’s 
reserves, there Is no doubt 
about Saudi Arabia's domina- 
tion Of the oil Tnnrfre+g The 
kingdom is now trying to con- 
solidate its position by diversi- 
fying production away from 
the Gulf area by prospecting in 
the west, the south and the 
north. 

The six successful wells 
south of the capital (five oil 
and one gas) are particularly 
promising, and analysts are 
examining the faint possibility 
that all six are part of one 
enormous field of ultra-light, 
low-sulphur ofl. 


Oil hearing rattles Nymex nerves 

Barbara Dorr hears defence against claims of excessive speculation 


US FUTURES trading in oil 
has come under intense scru- 
tiny in.: Washington amid 
charges that speculators have 
taken .advaidage of the Gulf 
crisis to drive up prices. 

A lew rash souls on Capitol 


New ’ York Mercantile 
Exchange CNymex), but calmer 
hwnfai have prevailed. A Senate 
hearing is scheduled tomorrow 
to examine Nymex’s trading 

since Iraq's August invasion of 
Kuwait, and, though not 
framed around legislation, it is 
stirring worries at Nymex 
about posdhle policies to come. 

“We’re certainly fanfri that 
possibly unjustifiable and inju- 
rious action^ hiight be taken 
because some believe that the 
oil 'price is being driven by 
speculation and panic,"’ said 
Mr Patrick Thompson, Nymex 
preaktenfc ' 

There hare teen suggestions 

tilEt tighter p«ri*inin Hmrtu on 
traders and, higher margins 
could he imposed. Nymex says 
this would render the market 
less liquid and competitive 
and, , consequently, mare vola- 
tile. 7 ■ . 

An aide tp- Senator Joseph - 
Lieberman, r A . Connecticut 
Democrat who ca l led for . the 
review of Nymex trading; said 
that the committee hearing is, 
for now, “educational”. 

To prepare himself against 
accusations of excessive specu- 
lation, Mr Thompson asked bis 
research staff to produce a sta- 
tistical picture of what has 
occurred at Nymex compared 



Patrick Thompson; fears 
injurious actions 

to other markets. 

He found that during the last 
three months prices for 
Nymex’B erode oil futures con- 
tract - against which there 
are 10 deliverable types of 
crude « gT pph on - W followed 
in line with prices in the cash 
market for West Texas Inter- 
mediate, Brent and Light 
Louisiana Sweet. “The price 
rises are not Just national, they 
are fatarmifinnai, " said Ur 
Thompson. “There axe real eco- 
nomic 8rt> b ringing 

this about.” 

He says no single player in 
the market has such control 
that he could dictate the price. 
This is supported by commer- 
cial oil lipjgMn Mr Abm Kauf- 
man, for example, president of 
Mount Lucas Associates, a 
company specialising in energy 


asset insurance for users and 
producers, says Nymex Is an 
efficient market “where no one 
is Mg enough to force prices 
(me way or another”. 

An examination of die top 25 
end-of-day cumulative posi- 
tions for September showed 
that 97.1 per cent of the long 
positions and 94 per cent of the 
short positions were held by 
commercial users, that is, enti- 
ties involved in the production, 
processing, refining; wmriwHng 
or other activ i ty involving the 
physical ownership of the com- 
modity. 

P-rmimiarrenl Users ate ♦tmg 

subject to price risk and can be 
said to me the marta* to hedge ■ 
Tp gitimataly tbeap rfakg 

The use of end-of-day posi- 
tions more accurately reflects 
the price effect than market 
movements <fan«g the trading 
day, Mr Thompson said. The 
results of this research “give 
us comfort”, he said. 

Mr Thompson, who will tes- 
tify this week before the Sen- 
ate Government Affair s com- 
mittee, says he understands 
Washington’s concern about 
ofl prices given their effect an 
the riatfrmai budget and tbefr 
abilit y to yw*lwafa» thy coun- 
try’s current downward eco- 
nomic spiral But he says there 

is wiruriil M -nHp mlspmiy pHnn 

of the market 

The oil industry is often 
viewed as monolithically in 
favour of rising prices. But 
while these generally benefit 
producers many others, includ- 
ing refiners, marketeers and 


even vertically integrated oil 
companies, face price risk and 
compete to keep them low. 

Nymex says speculators, 
who are generally indepen- 
dents, regard a volatile market 
as dangerous. 

Also testifying before the 
committee wifi be a representa- 
tive of the Commodity Futur es 
Trading Commission (CFTQ, 
the futures industry regulator. 

Nymex feels sure of support 
during the hearing from the 
CFTC, whose chief, Mrs Wendy 
Gramm, has publicly praised 
the market for how it hag han- 
dled the su r g e in ail futures 
trading since August Mr Kauf- 
man of Mount Lucas Associ- 
ates, meanwhile, is having Ms 
best year yet in the energy 
asset insurance business. 
While this is a new concept, 
since storting t>w company in 
1988 with a notional value of 
the barrels of oil insured worth 
ab out $30m, he says the 
amount ha« grown to phn. 

Mount Lucas, which only 
competes against about three 
other companies offering thi« 
type of risk management, 
offers customised, contracts 
. that guarantee energy prices 
for - whatever 'time frame 
iwwM by cuprite, it had 
contracts with life spans of as 
much as seven years, though 
the average length for crude ail 
insurance contracts Is three to 
five years. 

The contracts are backed by 
financial guarantees from, 
among others, Germany’s 
MetaUgesdlschaft. 


Alcoa will 
revert to 
monthly 
reporting 

By Kenmfli Gooding, 
Mining Correspondent 

ALCOA, the world's largest 
alttmiafaun company, which 
last year caused a furious row 
in the industry by altering ♦*»> 
frequency with which it 
reported statistics to US and 
international organisations, 
hn« had a dMDg B of heart. 

One important consequence 
Is that the International Pri- 
mary Aluminium Institute 
0PAI) will r ever t to reporting 
western world production ana 
inventory statistics monthly 
from December onwards. 

Alcoa (the Ainwfafawi Com- 
pany of America) switched to 
quarterly reporting a year ago 
because it claimed traders and 
speculators used the XPAFs 
nuirrffiiy figures “to the disad- 
vantage Of the ahiinhilum pro- 
ducers”. The 1PA1 was forced 
to follow suit because, as a 
matter of policy, it does not 

mwitp estimates. 

After Alcoa said it would 
change back to monthly 
reporting, Mr Pan! O’Neill, 
chairman, said: “It was a wor- 
thy experience and an experi- 
ment worth doing.” However, 
quarterly reporting had waite 

no H Hfa^ nwi to aluminium ’s 
price volatility and, as Alcoa 
still had the mechanisms in 
place, it would revert to 
monthly reporting - not only 
to the IPAI but also to the US 
Bureau of Mines and the US 
Ahnniirtum Association. 

Those who argue in favour 
of monthly rep ortin g suggest 
that the IPAI statistics provide 
an invaluable guide to the 
state of the *lnmi«thin» indus- 
try because every smelter In 
the western world co n trib ute s. 
They say no other industry 
has such an advantage. 
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Cocoa export 
ban withdrawn 

By WHitam Keeling, 

in Lagos 

NIGERIA'S proposed ban on 
the export of raw cocoa from 
-Jan uary n ext year has been 
withdrawn. . 

A government statement 
said the decision was reached 
“in view of the inadequacy of 
cocoa processing facOtties in 
the country". 

However, the statement re- 
iterated the need for such 
facilities if ft* hardships suf- 
fered by cocoa-termers are to 
be alleviated. 


Low gold prices hold back 
$lbn Lihir Island project 


By Kenneth Gooding, Mining Correspondent 


LOW GOLD prices are hol din g 
back the USJlbn development 
of the iyn»r fafand project in 
Papua New Guinea, the biggest 
known gold deposit outside 
South Africa. 

“Although projected operat- 
ing costs are relatively low, 
weak gold prices prevailing 
today yield project economics 
that are not as favourable as 
we would like,” says Mr Frank 
Joklik, president of Kenneco&t 
Corporation, the RTZ Corpora- 
tion subsidiary with manage- 
ment responsibility for the 
T.ihtr venture. 

“The latest feasibility study 
showed a return on investment 
which we thought was too low 
- and so would any would-be 
financier.” 

But he insists that RTZ 
remains committed to the proj- 
ect and Is TTmirWyg efforts to 
improve its economics. 

New drilling is going cm to 
search, for more high-grade. 


near-surface ore which could 
be easily mined to improve the 
cash How from Lihir in the 
early days of the mine’s life. 

At the same time, Kexmecott 
is evaluating new develop- 
ments in technology for pro- 
cessing difficult, refractory 
ores of the typfe found at Lihir 
in an effort to reduce the capi- 
tal and operating costs proj- 
ected in the feasibility studies. 
Capital costs have soared from 
US$700m in 1988 to f lbn, while 
expected cash operating costs 
are estimated to be $180 a troy 
ounce of gold produced, up 
from $130 a year ago. 

Mr Joklik points out that, 
with known geologic reserves 
of nearly 20m ounces, Lihir is a 
huge gold deposit and *T am 
confident it will be developed 
in the next few years”. 

RTZ currently owns 80 per 
cent of the r.ihir project with 
the other 20 per cent held by 
Nfrtgini Mining, a subsidiary of 


Battle Mountain Gold of the 
US, Xt is expected that the 
Papua New Guinea govern- 
ment will take a 20 per cent 
share before mi n in g be gins 

Bankers suggest that it is 
virtually impossible - even for 
a financially -powerful group 
like RTZ - to raise project 
finance for schemes in Papua 
New Guinea following the clo- 
sure of the Bougainville copper 
mine more than a year ago 
because of violence by seces- 
sionist rebels. 

Mr Joklik insists that the 
attitude of would-be lenders 1s 
“very positive”. The intention 
is to raise about 60 per cent of 
the cash required via non-re- 
course finance. 

Among the would-be tenders 
is an as-yet-unidentlfied large 
Japanese trading house which 
wishes to develop a friendly, 
long-term relationship with 
RTZ, the world’s biggest min- 
ing company. 


Nonoc’s new owners plan to 
resume nickel mining next year 


by Greg Hutchinson, in Manila 


MINING «wd smelting Of nirin>1 
will resume early to mid 1991, 
the new owners of the moth- 
balled Nonoc Mining and 
Industrial Carp, said yesterday. 

Farther investments in plant 
and machinery will increase by 
over 20 per cent, compared to 
production levels before the 
mine and plant closed in 1988. 

Mr Jesus Cabarrus, a partner 
to Phflnico ana Indus- 

trial Corp, which signed an 
agreement on October 12, 1990, 
repurchasing Nonoc from the 
government’s Asset Privatisa- 
tion Trust, said the group 
hoped for output of lbs, up 
12m lbs. 

At a cur ren t nickel price of 
$&90 a lb, die operation was 
expected to gross 8241.8m a 
year, making it the Mngls hug- 
est fo re i gn exchange earner in 
the country. Its output would 
constitute some eight per emit 
of the PhiHppmes’ gross export 
receipts. 

Mr Cabarrus told a news 
conference further earnings of 
$4SJm a year were expected 
from 3.5m lbs of cobalt pro- 


cessed annually at the site off 
Mindanao island. The cobalt 
price was calculated at $13 a lb. 

The $480m nickel project is 
to be 20 per cent controlled by 
the Cabarrus family, an origi- 
nal owner before a strike and 
mounting debts dosed Nonoc’s 
operations, forfeiting the ven- 
ture to a government bank. 

The International Finance 
Corp will also take a 20 per 
cent stake, with the remainder 
of equity being raised through 
a private placement at or just 
before start-up and a public 
offering with shares being sold 
at a premium once production 
resumes. 

The share placements and 
float are meant to fund half of 
the estimated $155m project 
start-up cost, a price that has 
been faired by a large inven- 
tory of spare parts and 
reserves of coal, naptha and 
dies el be cause of the venture’s 

"We didn’t want to halt pro- 
duction just because we ran 
out of materials,” said Ms 
Socorro Fragante, a financial 


consultant to the project 
attached to Sun Hung Kai 
Securities. She said the dead 
cost of a two to three-month 
Inventory could be absorbed 
because of low production 
costs by world standards. 

Financing, through commer- 
cial hanfc« syndicated by the 
IFC, is expected to account for 
the remaining $77 An, though 
no agreement has yet been 
reached. A $325m purchase 
price from the APT will be paid 
in installme nts over six years, 
the funds coming from mineral 

ygltxa 

The Bureau of Investments, 
an offshoot of the Trade and 
Industry Department, has in 
principal given the venture 
“pioneer” status such as tax 
holidays. A productionsharing 
agreement with the Depart- 
ment of Natural Resources is 
also pending. 

hi 2992, a 25-yearold royalty 
agreement between Nonoc and 
the government will expire and 
the company wants to know its 
changed obligations well 
before. 


MINOR METALS PRICES 


Mces from Metal Bulletin. 

" ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,630 
-1,690 (1,630 -1^80). 

BISMUTH:. European free 
market, min. 99.99 per cent, $ 
per lb, tonne lots in warehouse, 
2J303.00 (same). 

CADMIUM: European free 
market, nun. 99JS per cent, $ 
per lb, in warehouse, 2-230 
CSL2O-2.40X 


COBALT: European free 
market, 99.5 per cent, $ per lb, 
in warehouse, 12.75-1325 
(1&00-1&50). 

MERCURY: European free 
market, min. 99.99 per cent, $ 
per 76 lb flask, in warehouse, 
175-190 (175-200). 

MOLYBDENUM; European 
free market, drummed molyb- 
dic oxide. $ per lb Mb, in ware- 
house. 2.60-2.70 (2.69-2.75). 

SELENIUM: European free 


market, min 995 per cent, $ per 
lb, in warehouse, 450-5.40 
(s ame). 

TUNGSTEN ORE: European 
free market, standard min. 65 
per cent, $ per tonne unit (10 
kg) WO, df, 35-49 (same). 

VANADIUM: European free 
marifot, min. SB per cent,! a lb 
VO, elf, 2.45-255 (250-2.60). 

URANIUM: Nnexco 

exchange valued per lb, UO, 
11A5 (same). 



WORLD COMMODITIES PRICES 


vv 






MARKET REPORT 

Zinc prices fell sharply yesterday 
on the LME, cash metal shedding 
$42 to close at $1,299 a tonne. 
Three-month metal broke below 
previous support around $1,315/ 
$1 l 32Da tohne ln morning trading. 
Selling continued In the afternoon 
In anticipation 61 three-month 
metat tilppng to Its long-term . 
target «* $t£SO In the near future. 
Themdzfcet^einalhs depressed 
by anm^^aupplled physical 
sector undfMprrles about demand 
from somtf&y sectore In the ■ 
event or a farther slowdown In 
the -world economy. Copper prices 
continued to retreat, although 
dosing off the day’s lows. Short 
covering and profit taking 

London Markets 


C/toniM 


IPrlc— EupptWd by toIgtiHWd Mate Twang) CRUDE Ofl. (UghQ 42JXJ0 IS galta S/tarral 


purchases supported a somewhat 
oversold market in the afternoon. 
But the bear trend remains intact, 
based on fundamentals, and most 
operators still appear inclined 
to sell into any rallies, traders 
said. A 1,500 tonnes decline In 
LME warehouse stocks was 
generally expected. London cocoa 
ended the day sharply lower as 
speculative and trade selling 
pushed the market down to recent 
tows, dealers said. In New York 
platinum futures were sharply 
up at midday after a Hurry of 
buying pushed the January 
contract as high as $432 a fine 
ounce. 

Compiled from Reuters 
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2290 

23.02 

226S 

jm 

23.15 

23.18 

23X6 

an 

Aug 

an 

23.17 

23X5 

an 

Sep 

23X5 

23.10 

23,15 

2366 

Oct 

szrr 

2260 

2260 

2273 

SOYABEAN MEAL 100 tom: Men 


Ctose 

Pravtous 

High/Low 


Dec 

177.7 

1781 

179.0 

1776 

Jan 

1806 

1804 

180X 

1796 

Mer 

184.1 

1846 

1856 

1836 

May 

1884 

1887 

1B7X 

mi 

Jt* 

188-0 

189X 

1896 

1686 

Aug 

1885 

VOX 

190X 

1885 

Sep 

1888 

1876 

189.0 

1886 

Oct 

T84X 

mo 

mo 

184.0 

taAtaii 5,000 bu min; cente/SOb bushel 


Close 

Previous 

Hgh/Low 


Doc 

231/0 

228/4 

232/0 

228/S 

Mar 

240/2 

238/2 

241/4 

238/2 

May 

247/0 

244/4 

247/8 

244/8 

Juf 

261/4 

249/0 

252/2 

248/0 

Sep 

248/4 

247/2 

250/0 


Dec 

248/4 

247/6 

249/4 

24718 

Mar 

255/0 

254/0 

0 

0 

WHEAT SjOOO Ou into; cents/BOfb-fwsftel 


Ctoee 

Previous 

High/Low 



Mar 878/4 27S/0 

May 286/0 282/6 

M 298/2 287/0 

Sep 295/2 292/0 

Dee 305/0 303/0 


266/0 

278/0 

288/2 

290/4 

295/2 

305/0 


281/4 

275/0 

282/8 

287/4 

292/D 

0 


/MB CATTLE 40,000 ftsr cents/ft* 



Ctoee 

Previous 

Htgh/Low 


Deo 

77X5 

77X2 

77.70 


Feb 

74.45 

7462 

7467 


Apr 

75.02 

78-10 

7560 


Jun 

72X5 

72X2 

73.15 


AUfl 

7165 

71.40 

71X8 


Oct 

7162 

71X0 

72.10 


Dee 

72.17 

72X0 

0 

72.17 


LIVE HOQS 30,000 lb; eenta/lte 


Close Previous mph/Lne 


Oao 

61.42 

5168 

51.72 


Fat) 

4865 

4847 

48X0 


Apr 

4875 

48X5 

47.06 


Jun 

5060 

6050 

50X2 

50X0 

Jul 

50X5 

50.85 

saxs 

SL65 

Aug 

4SXS 

49X3 

49X5 


Oct 

44.77 

44X0 



Dee 

44.7S 

40X2 

0 

44.75 

-vll 1 1 


Close 

Pravtous 

Hlgh/Law 


Feb 

60X0 

60X6 

81X0 


Mer 

saxs 

60X2 

60X5 


May 

69X0 

6045 

60.65 

5945 

JUl 

58.05 

69X0 

59.60 


Aug 

5880 

5767 

6766 

6890 
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DON STOCK EXCHANGE 


business survey hits equities 


FINANCIAL TIMES STOCK INDICES 

t oct oct oet 6a y«r tan 


A GLOOMY survey of British 
Bnanesa opinion put UK share 
wtea hadt on the downward 
slope yesterday, driving the 
market down to within 45 
FT-SE points of the 1990 low 
recorded st the end of last 
month. Continued uncertain- 
ties in the 'Gulfc reflected in 
higher erode oil prices, also 
cQgcooraged equities, and there 
jns ttttfe response in London 
to the easing in US credit pol- 
icy by the Federal Reserve 
Board. 

The FT-SE fell 2K2 to 2483.9. 
the lowest of the day, with ear- 
lier M 1 " extended as Wall 
Street opened the new session 
with a loss Of 18 Dow points in 
f/tnrtnn trading hoars. 

Trading volumes increased 
somewhat and traders Identi- 
fied some substantial lines of 
stock on otter in leading UK 
c om panies. Once again the 


MMrtDWI 
Nov W 




to compete in thp r marketplace. 
A new Wave of profits down- 
ngradings by analysts hit the 
financial and electrical sectors, 
both of which b**d already 
downgraded months ago 
when the C3ty caught the first 
Arm hints of the economic 
slowdown in Brftirf* industry. 
In the case of the hawiff , the 
downgrades coincided with 
similar reratings of the Ger- 
man banking sector by London 
analysts, as well as the deepen- 


ing clouds overhanging the 
entire US banking sector. 

T rader s were discouraged to 
see share prices continuing to 
react sharply to broker down- 
grades and recession warnings, 
both factors which have been 
hangi n g over London for same 
m ont hs. The UK banking sec- 
tor, at risk to problem loans to 
both the UK property and man- 
ufacturing sector, reacted 
sharply to the latest assault, 
led by analysts at Barclays de 
Zoete Wedd, the UK invest- 
ment hawlr 

Equities opened nervously 
yesterday, with traders and 
ftmd m a n a gar ^ aware the 
impending quarterly business 
survey from the Confederation 
of British Industry boded ill for 
the irnmedtat e inv e at p ren* out- 
look. However, the CRTs dis- 
closure that UK business confi- 
dence was at its- lowest for the 


past decade sent share prices 
down further, extending fte 
i pWiii loss on the Footsie to 23 

A cautions atte mpt at a rally 
was stemmed when Wall Street 
turned soar in early deals, and 
for the final hour of trading 
T/ipHtm was at the mer cy at a 
weakening New York market. 
UK traders were depressed to 
see Wall Street make little 
response to the monetary eas- 
ing by the Federal Reserve or 
to optimistic views on the US 
economy foam the Bush admin- 
istration. 

Seaq volume increased to 
384.7m shares, but remained 
unimpressive; Monday's total 
of only 300m shares, after 
allowing for a single Star-share 
deal in Barbican Holdings, was 
exceptionally low. stock 
Exchange date on recent cus- 
tomer business confirm s that 


investment business in equi- 
ties has dropped back to the 
£550m to £650m daily range, 
which Is considered insuffi- 
cient enough to support the 
existing list of marketmakers 
in London. 

“Equity strategists remain, 
fairly optimistic, out the mar- 
ket keeps reacting bearish^," 
commented one senior trader 
at a UK securities house, 
which found its trading book 
yesterday tilted towards the 
buy aide. While many strate- 
gists believe that the market 
could slide below Footsie 2^)00, 
and even down to 1,880. they 
continue to recommend buying 
stock below 2J.0Q. Tim debate 
is over to what extent the UK 
market has already discounted 
an economic recession, with 
the Gulf situation acting as the 
unpredictable factor in the 
equation. 


oet Oct Oct Oct Oet Yur 

3° » as as 24 Ago 

■ sail nil 79 .bg bojds 79.95 SisT b*so 74.13 

cm 00/4) 

S&8Z 8&T3 88.78 88.78 8&SB 9331 8231 8330 

(6/1) (30M) 

157&3 18003 7588.4 1877.5 18363 77273 18683 1STCL4 

Pm WVBl 

1683 168.1 1703 172.7 1883 2183 3783 1833 

ttV2) nvq 

» 20333 2062.1 2083-1 2088.7 21103 21423 24833 18003 

an pern 

100 98433 998.47 - 


FT-SE 108 ■ 
FT-SE an 


Htgn Lo» 

1273 48.18 

(871/361 (3/1/78) 

1063 8033 

(28/11747) (3/1/78) 
2008.8 48.4 

(W 88) <28/8*40) 

734.7 433 
(16/2/83) (26/10/71) 

2483.7 0083 

(3/1/90) (23/7/84) 


OnL Dfv. Ytetd 637 538 630 532 5.83 430 I 

Earning YU %(ftrtD 12-66 12.48 1247 1234 12.18 1134 1 

P/E RnaotNam^) 938 9.73 9.71 8.82 , 8.98 10.47 I 

SEAQ Barons 4.45pm 183SB 17,740 19392 18.778 183 10 20575 

Equity TunMv*r7Cm)t - 42252 65278 57835 8S348 90234 

Equ«y - 16,157 17305 15337 17,788 21358 

Shares Traded (ml)t - 229.1 3183 2724 378.0 3182 

OnB/Miy Own Mu, Hourly change* Pay*n Hjgft 1S053 Dey’e Low 157&3 


Bak 100 DBA SKI ISnOHO, RaM k£ MBA MMV 

i/m& boh nttoM ams. BHk ion n«E mb n/tws 
6 FME Bwtadi too B1WHHH8M3 

GILT EDGED ACTIVITY 

hdlca>* Oct 28 Oct 28 


FT-8E, Hourty ofeanoM 


Day’s High 20543 


Day's Low 20333 


FT-ae OflWa* TOO, boerty oha n as s Day’s High 881.18 Da/a Low 964,67 


Gilt Edged 

Bargains 100,8 117.1 

5 - Day average 102.4 101.7 

*SE AcUvlty 1974 . 

TExcludlng bitrs-fliarkst 
business & Overseas turnover. 

London report and 
latest Share index: 

Tel. 0698 123001 


Shi 
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■ PRICE WATERHOUSE has 
appointed the following 
partners to its executive board. 
Mr Ia» Brtnrflw lwamM 

partner in charge of UK audit 
and business advisory services. 
He is Chairman of the auditing 
practices committee of the 
consultative committee of 
accou ntan cy bodies. Mr Brie 
Hetharington is made partner 

in charge of UK management 
consultancy services. Mr John 
Barnsley becomes responsible 
for UK tar services; am Mr 
Geoffrey Johnson is appointed 
partner in charge of UK 
operations, a new executive 


■ BOTHER SERVICE GROUP 
PTC h as appointed Mr Iain R. 
Livingston as managing 
director of Its international 
division. He was a director of 
Rank Xerox (UK) whore he 
managed the associated 
business o per at ions division. 
Be wHl be based In Ghertsey . 

■ Mr DOrar Boss has been 
appointed general manager 
of the London branch of 
BANQUE BRUXELLES 
LAMBERT. He was assistant 
general manager in charge ot 

corporate -fin fl n e** and 
corporate banking, Mr Ross 


■ The WINDSOR GROUP, a 

wholly-owned subsidiary of 
New York Life Insurance 
Company (USA), has appointed 
Mr Brian Woo d (pictured) as 
managing - 

director of 
Windsor Life 
Assurance 
Company, . 
following • IvHH.v 5 
the 

resignation . w: 

of Mr John . ■! 

Wybrew. 

Previously with Albany Li f e, 
Mr Wood joined Windsor Life 
in 1982 as chief financial 
officer. He was made appointed 
actuary in 1983, and joined the 
board m 1988. fox 1987 he setup 
Windsor’s marketing operation 
and became general manag er 
in 1988- 

■ Hr David F. Devoe has been 
appointed a director of the 


■ LOWNDES LAMBERT 
GROUP HOLDINGS has 
appointed to the board of 
subsidiary Lowndes Lambert 
Group Canada: Mr Philip Kane 
as chief executive; and Mr 
Mark Giacominl and Mr Glen 
Walker as directors. 

■ CONFEDERATION LIFE 
INSURANCE COMPANY of 
ranarla haw made flw following 
appointments from November 
1 at its UK subsidiary based 
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LONDON SHARE SERVICE 


^ on FT CIlytina. To obtain your free 


BANKS, HP & LEASING 


1W 

h Low Stott 

Js M A8R Amro F15. 

30 IS AN2SA1. 

233 172 Hfa, National ID* 
•2W 12* Wiled MsJiOflL... 

85 47 Angl* Irish - 

93 bltasbadwlH.lIp-.., 
£71H|p?!lPancairt De FrlOQ. 


C22J 


■CHS 


1 


(L13S Banco Bilbao Vic... .1 
__ j Bark li«la«f lr£L^ ,, 

£191] £18 Bank Leural ...... 

351 320 Bank Leuml fU K.)..| 
1294 100 Bar* Scotland.— i 
100% 83% »o 99cPclrrt Pf.. i 

54 39 Ban* of Wales 1 

42* 290 Barclays £1 i 

22 11 3wdunark2flB....i 

335 23t Brown ShrptejU—. J 

"435 285 Cater Allen £1 f 

179 37 OuncerY- yf 

fammmtafc OHIO. 


Dal khl KBk Y50— j 

£194i| Deutsche Bk DM50, 

“-•iasasnsLi 

1211 82 TlFCbJBCCif Pf.-i, 
034 633 Fuji BankYSO J 

325 262 Corard & HtUotal . Q 
154 89 MnncssMahwlOpS 
321 194 Harnbn»20o.. 

12* 88 Do. 7.5pc Cv pf .... y 
534 314 IKAStang HKSL50.. 
47G 378 Joseph (Leo) £l-..y 
150 105 King & Shawn 20p.v 
422 262 KJriown Benson Grp. f 
642 316 Kjowa Bank Y50— 
316 182 Lloyds £1 c 

54 44 jon, ScoL Bart IQg.y 

404 177|Midland £1 o 

£244 L— - 

02% £44Htett«TflAEk'»M- 
£104 £4,{HtH«iTjtyoltalieY50_ 
904 4lflH«suTaiBkV50. 

326 230 Nat AusL Bh. A5L. 

3bi 227 NUWelCl 

£21* 015 Ottoman Bank. 

55 28 Rea Bros Group.... d 
227 119 Royal Bk. Scotland. « 
795 368 Sallarna Bank Y50.. 

Ellb 567 Sair.ta Bank Y50....1 

9024 613 Schraders £1 ..rt 

7124 413 Oo.CIN/V _rt 

£25% £9*, Sec. Pari He S10 

bit 235 itaadart Oand. ELd 
£164 £54 Sumluima Bank Y50_] 
£11 £4,1 iofliMmoIdABkYSL-. 

147 114 TSB _ d 

175 124 ISB Bartered Ifl -B 
£463 £4 4 Total Bank Y50. . - ( 
92C 484roroTn&BliV50J 
fall 494UTunDtacMiiLCI~.fi 
525 286 WaHmrg (S.G.) — 3 

180 99 Do6pcCnrPrf d 

279 155 WeipacSAJ 
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& 
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Q17% 
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6% 
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[BUILDING, TIMBER, ROADS 
Coirtd 


33.1 
ZJ\ 

[i| 

9.9 

0.4 

9.0 

3.1 
,7.2 

Hio.fc 

83 

5.6 
116 
7 9 
0.7 

7.1 

6.7 
136 

03 
0.6 14 _ 
0.5 34.8 
0.7 

8.8 7 

9.2 4 
9J 3 
14 14.0 
7 J 4 
0.7 
OJ 30 

2.5 92 

3.5 6.4 
14 0 
118.7 (4.7) 

0.4 29.6 
0.6 25. 
6.0 8J 
52 6J 
0 Jt 38 5 
OJ 28J 

8.2 

6.5 5.4 

7-5 

114.6 43 
3j a7 
03 


Stack 

Tntar Wood raw... a 

ifnibarr Croon f 

♦Terex HlrelOp... y 
Travis Perkins lOp... y 

Try Group y 

{Tudor 20p 

206 Turriff Corp [ 

7 MntoePf»Grp.5py 

86 Iflhropfant 5p y 

135 Ward Group 5p..-.y 
46 Wart Hkta. 10p.. f 

315 Watts Blafe f 

Z7 tWtscal Green 10 jl.y 
121 Wcstbury lOp...... 8 

57 WtMetffSofldtUpy 

32 Wiggins Group 

24t Wilson Bowden lOp. | 

141 WHsoolConaoKy).. f 

163 Wtaipey(Gep)..»-3 


atr 

Net 

f9.i 

I32.0| 

i 

i? 

°p 

it 

u45 

9.0 

tL5.0 

rt.ff 

n.q 

t3.4d 

Ida 


rid 

tv Grt P/E 

23 5.3 104 

2.7 8 C 
23 7.0 . 

22 5.7 10 
2.4 14J 

1.8 12 9 
3.^ 91 

1.0 i 

5.6 5.6 
4.2 6.6 
3 3 5.4 

3.1 2.7 156 

2.0 21.4 

4.0 6.7 
U 115 

1.0 i 

5.C 3.2 

5.0 2.7 

23 7 jl 


CHEMICALS, PLASnCS 


Hire Purchase, Leasing, 

1751 40fcLF Yeoman 5®).. S0[ 

71 52% !aoi bridge Grp Irai— 

52 llK^idXuutaglrlflB- 
66 50 ^lllfsOWgsl lOP-8 

426 362 Pnn. Financial.... f 
*232 134 frfeffeii liw. Ir5u... 
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2 j 3 !J5WndCtesur IRZOp-.yl 


ES 


-3 


etc. 

0185%! 3^174 2-4] 

SU5i 0.6 13.; 

_ 3.5 6.2 4.; 

tJ JS 1.9 8.4 8^ 
120.5(2.1 7J 8.9 
gQ519U 7.9 1.7 10.0 
1fl3 2.B 5 J 62 

nu.m s.a iauj 


- £46% E22fa Mao n.20— 
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£11% 523 MtKedtanAIKLlBOS— 

US 96 fNovalal 5p y 
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DRAPERY AND STORES 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES WEDNESDAY OCTOBER 31 


MONEY MARKET FUNDS 


rtEIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Profit-taking cuts dollar gains 


THE DOLLAR finighnri aK ghtiy 
firmer in London, bat well 
below tbe day's peaks. It rose 
above DM1.5250 and T130.00 on 
stronger than expected US 
gross national product growth, 
but tailed to hold above these 
technical resistance levels, fall- 
ing back on profit-taking. 

Third-quarter GNP growth of 
1.8 per cent exceeded Wall 
Street forecasts of around LO 
per cent, and was much higher 
than the second quarter's 0.4 
per cent gain. This boosted the 
dollar to a peak of DMl.5285 
and Y130.25. Also, a rise of 3.4 
per cent in the implicit price 
deflator, a measure of US infla- 
tion. was lower than estimates 
of about 4.6 per cent, but the 
dollar soon receded. 

Economists suggested that 
the data were not sustainable 
and warned that consumer 
spending, which comprises 
about two-thirds of GNP, is 
likely to slow in tbe fourth 
quarter as higher energy prices 
sap consumer confidence. 

At the London close the dot 
lar had improved to DM1. 51 85 
from DMl-5165; to Y129.10 from 
Y 128.40; to SFr 1.2890 from 
SFrl.2865; and to FFr5.0825 
from FFr5.0775. On Bank of 
England figures the dollar's 
index rose to 61.0 from 60.6. 

Sterling traded nervously, 
waiting to see whether si g n s of 
recession in UK mannfantnring 

C IN NEW YORK 


leads to an early cut In bank 
base rates. The latest Indus- 
trial trends survey from the 
Confederation of British Indus- 
try was not encouraging, hut it 
did sot come as a surprise 
after a similar survey from the 
British Chambers of Commerce 
earlier in the month. 

Britain's isolation from its 
European partners on the ques- 
tion of economic and monetary 
union also tended to weigh on 
the pound, leading to a slight 

downward drift Mrs Margaret 

Thatcher, the UK prime minis- 
ter, reaffirmed her attitude 
when she told parliament that 
“we would not be prepared to 
have a single currency 
imposed upon us". She added 
that the Delors plan for an 
imposed single currency struck 
at the heart of parliamentary 
democracy and was an ill-de- 
fined idea being poshed too far 
too soon. 

Sterling fell 55 points to 


$1.9480. Tt also declined to 
DM2.9575 from DM2.9625; to 
FFrQJSQQQ from FFW.9175; and 
to SFt 2.5100 from SFr2.5125, 
but rose to Y251.50 from 
Y250.75. The pound’s index 
gained 0J. to 9L8. In New York, 
sterling rebounded to end 85 
points stronger at $1-9565. 

Currencies held fairly steady 
within the exchange rate 
mechanism of the European 
Monetary System. European 
Commission figures showed 
sterling 0-59 per cent above its 
central rate against the weak- 
est placed lira, compared with 
0.41 per cent on Monday. The 
strongest positioned peseta 
was 3.82 per cent above its cen- 
tral rate in terms of the lira, 
against 3-88 previously. 

The Australian dollar eased 
in London to 7JL25 US cents 
from 78.40. Earlier in Sydney it 
climbed to 78.70 before reced- 
ing on rumours of Reserve 
Rank of Australia intervention. 
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EMS EUROPEAN CURRENCY UNIT RATES 

I Eai l Gnwer 1 % danqe 1 % ml I 


Sterling OiflbW 0.695562 -0.19 0.59 4 

Belgian Franc 42.4032 42.4203 0.04 035 2 

French Fra* 6.B9509 6.90011 0.07 032 0 

Goman D-Mark 2.05586 206H3 0.Z7 0.1 2 -12 

Irttltart 0.767417 0769467 0.27 OOJ -6 

DttrfiGUhJtr 231643 232361 031 0.C3 -11 

Ornish Una* 7.84195 7.87161 038 0U2 -14 

kaltonlka 153824 154431 039 0.00 -15 

Em catral rates at ay *4 EirepMa Commtsskn. Qrada nit dewnflng RUlROnA. tottnuge donga 
are Nr Ear a pmttlM change denote a wok cwrrencr. M wiy nce stuns the raUo betmn tno gnats: the 
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percentage deviation at ihe anencr's market rate 6 am Its E a antral me. 
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POUND SPOT - FORWARD AGAINST THE POUND 
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Close HUk Urn Pm 
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TWEB4H8TH POOR FUTURES OMTffl Bads lifrvh^ gHuod rate! 

Open Ckne Same Htoh ton VMM 

December 90.00 90.01 -0.01 90 -fi 89.99 9.99 

Mach 90.00 9032 -001 90.05 90.00 9.97 
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Svtortxr ■ - m - - flfr 

Estimated rotone 4179 Total Open Merest 63388 





No.7,381 Set by FETTLER 


MONEY MARKETS 


FT LONDON INTERBANK FIXING 


London rates fall 


OLOOaJh. 0cL3O 3 moeths US deltors 


The Rxlng rases are the arithmetic mans looked ts the 


INTEREST RATES fell on the 
London money market yester- 
day following a pessimistic sur- 
vey by the Confederation of 
British Industry. This showed 
business optimism at its lowest 
level for 10 years confirming 
“the clear warning of recession 
we gave in July, as well as the 
less promising outlook for 
exports.” according to Mr 
David Wlgglesworth. chairman 
of the CBI economic commit- 
tee. 

Three-month sterling inter- 
bank fell to 13% -13$ per cent 


UK clearing tank base testing rat* 
14 per cart 
from October 8.1998 


from I3%-13H and 12-month 
money declined to 22%-12fJ per 
cent from 13-12& 

Short sterling futures rose 
on Liffe as traders took the 
view that the authorities may 
be tempted to cut bank base 
rates before the year-end in 
reaction to the government's 
poor standing in opinion polls 
and the threat of recession. 

December short sterling 
opened unchanged at 86.67 and 
touched a peak of 86-87 before 
closing at 8&86 against 86.67 
previously. 

The Bank of England 
initially forecast a day-today 
credit shortage of £700m on the 
money market. This was 
revised to £750m at noon. 


Total help of £7 05m was 
provided. Before lunch the 
authorities bought £306m bank 
bills in band 1 at 13% per cent. 
In tbe afternoon another 2249m 
bank bffls were purchased in 
band 1 at 13% per cent Late 
assistance of around £IS0m 
was also provided. 

Bills maturing in official 
bands, repayment of late 
assistance and a take-up of 
Treasury bills drained £78?m, 
with exchequer transactions 
absorbing £20m. These 
outweighed a foil in the note 
circulation adding £S5m to 
liquidity and bank balances 
above target of ElOm. 

. In Frankfurt call money 
eased to 8.00 from 8.05 per cent 
as the Bundesbank set a two 
tranche tender for securities 
repurchase agreements by 
offering 33-day and 63-day 
funds at variable bid rates. The 
offer replaces two pacts worth 
DM27.7bn expiring on Friday. 
Despite the slight easing of call 

money, conditions have been 
tight cm the domestic money 
market for some time, leading 
to suggestions that the 
Bundesbank may consider 
introducing a flexible Lombard 
eme rge n cy financing rate, set 
each week in line with rates 
paid at the repurchase tenders. 

In Brussels the Belgian 
Nation Bank cut the rate on 
four-month paper, issued by 
the Securities Regulation 
Fund, by 0.05 per cent to &9G 
per cent. 
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MONEY RATES 


NEW YORK 


Treasury Bills and Bonds 
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LONDON MONEY RATES 


Our back office processes settlements and c o nf irm ations with 
crisp, accurate dispatch. 

GtiFX 

To enjoy pkasam after efieos in FX, 
ring C3ti: Corporates 071-240 8844, Insurance 071-240 2732 
Trading and Ownroodkics 071-379 7075, 

Fund Managers 071-379 4101, Night Desk 071-438 1910. 
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Compuqr Deposits - - - 13? 13 U 1 3h 13 

nnMeeHooKDtnsKs - - 13« Di 12 \ 

Treasury Bills (Buy) - - 13 if 133 , - - 

Bank Bills (Bor) - - - 13 ft 13a 12 H 

Fine Trade Bills (Boy).. - - 14 A 13§ X3A 
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SDit Linked Pcs. 0 Her. - - , 8 % 94 94 vm 
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Tieaswy Bills (sell); ooe-montu 13U per cent; three months 134 per cart; sU omtlB 12H per 
cent: Bank Bills belli: one-month 13H per eeet; three months 134 per estt: Treasure Bills; 
Average tender rate of dberont 13.1273 p.c Eras Fixed Rate Staling Export Finance. Make up 



Fixed Rate Sails 


Scheme IV&V: 14.164 px. Local Authority and Finance Homes serai days' nolle* oUisre seven 
days' fixed. Finance Homes Base Rate IS from October 1 , 1990: Balk Dqtoslt Rate for nuns at 
seven days notice 4 per cent. Certificates of Tax Deposit (Series ti; Deposit £100,000 and over 
held under one month 10 b per cent; ooe- three mortis 12 pm cent: tbree-ebt months 12 |Kr cent; 
six-nine months 12 per cent; nine-twelve mortis 11*2 percent; under £100,000 10 per CM 
Inn Oct 8,1989 . Deposits withdrawn for cash 5 per cenL 
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CAL Futures Ltd 
Windsor House 
50 VictDrix Street 
Londat 
SW1H0NW 
m 071-799 3Z33 
Ha: 071-799 1321 
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Mtalto Cam O/l/gS) 
M N QA POm 

SESAlHteamBW/a 
SOUTH AFRICA 
JSE GoM (28(9/79 
JSE MadiM <28(9/79 
SOUTH KOREA— 

tom comet, mm 

SPAM 

HMrMSECBfmaS 

SWEDEN 

AMn drtlMftA. (K 2 pn 

OWTREHLAMD 

Sate HIM. 01/1259 
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TM 9 HMWKOOW 6 ) 




345 JO 34659 34659 35035 


40711 4053 4048 3W.7 

429.70 42865 432.76 4SS.4D 

1613J4 1627.90 161658 16A5.99 

62413 628.76 63252 64552 

17705 178*1 17160 1834 J 

143LM 1454.49 1457.05 1497J59 


301155 306353 fc) 3058.88 


■ <d 131876 133618 

ssa.78 56213 569.90 5823* 

25242.40 2532951 2500564 2535263 

ms* mar u&lm ism* 

3344.75 336124 333634 331720 

497.90 m^ i sum 

SU SU BU OU 

169.9 17L9 1721 1733 

Wig VU > TCI JT 7U71 

W6iS 60619 61639 61314 

38*a 32674 32596 33424 

13956( 13906 14276 1439.0 

270264 27206 27306 27476 

71149 72869 THU D 7*875 

23253 ZB65 23666 24869 

9213 9352 9*76 

• 6481 6521 6642 6676 

331853 330965 331656 M 

67365 69055 68857 69869 


4607" 4660 


3882908(7) 


6773 


4959.99 CSW 


Xn.4KZ7m 





44667CU/7) 


92862 M/D 


309.74 06/7) 


1329.9 0/7) 


228208(9) 

167.608/91 


mwom 


51469000 


3BM5 Ql/W 


13226 CHUB 
26406000 


5662707/9* 


20037 08(9) 


90620000 


613408(91 


2560.47 a/U 


61395 asm 


4331 con 



TOKYO - Most Active Stock* 

Tuesday 30 October I960 


4 150 

^ Ur 


1^? = 



StDCIca ChWlaa Changa 
Tnedad Prim on day 

S*hwM«W_ 10 m 61 B +18 Mppon State. 

Ontrf* Catmnt _ 7Jfcn 8S5 +49 Bongo 

Toooh Cotp 72m 640 . -80 Toyobo — — 

Yotocm Phann _ 7 An £820 +80 Fu? Haavy _ 

DKmlCm BJhn S3B +5 Bam 


Seocha Ctostng Chang* 
TraOod Pricaa on day 
83m 480 +6 

B4m 829 +7 

5Jra G80 -IS 
BJm 701 -W 
8Aa 1.600 -GO 





5500 [-10 

£060 1-10 


US 
0.24 
4.00 

US 

3.70 
250 
460 
US 
369 
£00 
£68 
10.40 
0.47 
£45 
363 
0.7V 
1310 
060 
HE 
326 

fu J+ST# 
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EAST MIDLANDS 


The Financial Times proposes to publish this 
survey am 

23rd November 1990 

For a full editorial synopsis and advertisement 
details, please contact: 

Paid M. Jefims or Anthony Hayes 
on 021 454 0922 

or write to them at: 

George House 
George Road 
Edgbaston 

Birmingham B15 IPG 


INTERNATIONAL 
OIL INDUSTRY 


The Financial Times proposes to publish this 
survey on: 

9th November 1990 

For a full editorial synopsis and advertisement 
details, please contact 

Ian Ely -Corbett 
on 071 873 3389 

or write to him at : 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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prices October 30 


FINANCIAL TIMES 


31 1990 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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M 81137 17% 17% I7%- * 


%DAplpf 
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ifOnW JO 


72* 3BSA8A t, 
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^5S*"'<S 7.1 8 US 22 


ft IS'-iSS^ ^ 

Si lu 

g »« »?- i 


iWEESiS £ a » 

i»S 3S «ffi "■ 

SES 16S AMD 0 , 

«S i* Mma .to 
K 20% AMI ZJg 
w as Am j4 
iiSmumm xa 
J% 1J Mm 
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27, 13* AlrFn < m 

24% 11* Mign 
20* u% AJritnse zxj 
10* 8 AMPthur 

03 84 AM>p(B.M 
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5«5 » S' sSf ? 
■ ^ «* .2 1 * 11*- * 
! 7 0 “S- * 


4£ 272 7* 7* 7* - * 

. — 7.1 8 US 22* S* Sh- * 

c -- i frM»ai m 15331215681 GO* 80*- * 

* 5 2, £*«r 2JBB 7 A 8 103 27 * 27 27* - % 

2S SiSSS* 1 ®" 0.1 11 224 41* 41* 41*- * 

®* as* 0rtS> 4J4* u is S4S 78* 77* 78 - \ 

u* S*Br»>M 719 9* 8* 8*-* 

a* 19* BrTtSu ISBi £0 52031 23* S3* 23*- * 

»* 36* BrtTTef 2 JJQ* &5 12 196 91* SI 61*-* 

n* 3* BrtmSa 30 U4M » H 3*+ * 

37* 28*ew 133* 3J 13 96 32* 32* 32* 

tt* 8* Brooks M 4.7 M 8 12 IS IS 

»* 86 DkMIG 1 S4 64 13 183 26* 23* 29*+ * 

a* 2a*BUUpC247 3J x2 28V 28* 26%+ * 

77* HJ*BMSh » SOW « M* 10* 10*-* 
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M* 8* Brow* .44 &7 8 998 7* 7* 7% + 

28* 13 BHHM 22 S4 23 77 U* 18* 13* 

5* 22* Bart« » 240 II. 8 214 M* 23* 24* 

17* 12 BankrH 144 13. 12 13* 13 18 - * 

u* M*a«m* 1.72 b 16. W 28 II* If* 11*-* 
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79* 48* 0««1d 14? 
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ISM * 11-18 11-18- * 
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FINANCIAL TIMES 


Wednesday October 31 T 1 


AMERICA 


Programme trades and oil 
price retreat boost Dow 


wan Street 

A LATE burst of futures-re- 
lated programme trading yes- 
terday afternoon and a down- 
turn in erode oil prices helped 
US stock prices recover after 
being driven down by early 
selling, writes Karen Zagor in 
Nod York. 

The Dow Jones Industrial 
Average of 30 bine rfifo issues 
was finally 17.82 ahead on the 
day at 2,448.02, after showing a' 
decline of more than 20 points 
at mid-day. New York SE vol- 
ume came to a moderate 
153.4m shares. 

The overall market stQl dis- 
played an easier tendency at 
the finish, with nar- 

rowly leading gains by 821 to 
663, but the Standard & Poor's 
500 registered a net rise of 2J£ 
at 304.06. 

The stock market opened on 
a mildly positive note, with the 
Dow gaining 4.70 in the first 
half-honr of trading. The 

improvement was inspired by 
third-quarter GNP data, which 
showed a growth rate of 1.8 per 
cent in the three months. 
Economists had expected 
growth of about 03 per cent 

Many analysts, however, 
were reluctant to give up their 
projections of recession, and 
their outlook for the fourth 


ASIA PACIFIC 


quarter is «tfn gloomy. 

Stock prices were also 
depressed in the morning by 
continued gainc in crude oil, 
which moved higher as ten- 
sions mounted in the Gulf. At 
mid-session, December crude 
oil was np 57 cents a barrel at 
$3535. However, late afternoon 
selling pushed the December 
contract down a net 14 cents to 
$34£4, and the decline helped 
the equity market- 

Boeing fell $1% to $44% in 
heavy trading in spite of post- 
ing strong third-quarter results 
on Monday of $1.10 a share. 
Although some analysts had 
expected Boeing to turn in 
profits of about $1 a share, 
they were not bullish about 
Boeing’s earnings and pointed 
to a number of uncertainties in 
the latest figures, including an 
unspecified “significant Inter- 
est payment related to a 
refund”. Ford dropped $2 to 
$27% after the auto maker 
reported third-quarter net 
income of 22 cents a share, 
against $1.03 a year earlier. 

General Cinema rose S% to 
$19% after the group offered to 
buy the outstanding shares in 
Neiman-Marcus for $14.40 each. 
The latter’s stock jumped $3% 
to $14%. 

Fnnd American was 
.unchanged at $43% after, 
reporting a third-quarter loss 


Late buying rally trims 
early drop in Nikkei 


Tokyo 

EARLY LOSSES in equities 
induced by the weakening of 
the yen and rising crude oil 
prices were reduced by a late 
buying rally, bat the Nikkei 
average still finished lower 
yesterday. Turnover was thin. 
as many investors showed 
reluctance to commit them- 
selves, writes Martina Garmon 
in Tokyo. 

The Nikkei closed at 
25J242.40, down 8631, after slip- 
ping to a low of 24385.18 early 
in fiie session. The day’s high 
was 2532832. Volume subsided 
from about 500m shares to 
400m, with most of the trading 
done towards the close. 
Declines led advances by 611 to 
338, with a further 162 issues 
unchanged. The Topix index of 
all first section stocks lost 1033 
to 136534 and the second sec- 
tion also retreated. In London 
the ISE /Nikkei 50 index shed 
19.16 to 138037. 

Most sectors weakened as 
the premium of stock index 
futures to cash indices wid- 
ened, but then arbitrageurs ini- 
tiated a buying rally, causing 
some stocks to firm. 

Mr Paul Muller at Schroder 
Securities said: “The 25.000 
mark is obviously being 
regarded as some sort of sup- 
port level because, almost as 
soon as the average dipped 
below that, buying began and 
it was lifted again.” 

He added that, because of 
the uncertainty surrounding 
the situation in the Middle 
East, investors appeared to be 
u s ing the bond market as an 
indicator. Bonds fluctuated 
throughout the day, but bench- 
mark government issues clewed 
slightly (inner. 

Stocks ending weaker 
included constructions, paper 
and pulps, chemicals, foods, 
fisheries, motors and trading 
houses. Financials were gener- 
ally lower, but Bank of Tokyo 
gained Y10 to Y1.020. 

Drug makers were mixed, 
with Dainippon Pharmaceuti- 


cal retreating Y10 to Y2.270 
and Green Cross adding Y20 at 
Y1310- Dai Ichi Pharmaceuti- 
cal, which plans to introduce 
six new drugs in the next five 
years, including a synthetic 
anti-bacterial drug to combat 
AIDS, rose Y50 to Y2380. 

Hitachi Software, fiie Hitachi 
subsidiary listed on the second 
section yesterday, closed at 
Y6.6S0. It started at a bid price 
of Y5390 and jumped to Y7.060 
at one stage. Turnover for the 
issue accounted for nearly half 
of the second section’s volume. 

NTT continued to rise, gain- 
ing Y10.000 to YLlIm. Sanrio, 
the gifts and greeting cards 
maker, pat on Y510 to Y5.900. 

In Osaka, the OSE average 
lost ground for the first time in 
12 trading days. It ended at 
29392.01, off 5630, after turn- 
over of 35.7m shares, down 
from Monday’s 5L71zl 

The round of buying for 
November accounts, which 
lifted stock prices on Monday, 
subsided. Traders focused on 
companies that had upwardly 
revised their profits estimates 
for the interim term. 

Roundup 

TOKYO'S DROP sent most 
Pacific Rim markets into 
ret reat ye sterday. 

AUSTRALIA receded 13 per 
cent in thin, nervous trading. 
A 41 -cent Ml in Adsteam to 
A$L35 and a subsequent query 
from the Stock Exchange about 
the share price drop unnerved 
the market Turnover rose to 
A$142m from A$l30m as the 
All-Ordinaries index lost 153 to 
1329 JL 

HONG KONG had its worst 
setback in five weeks as anxi- 
eties over the Gulf crisis 
encouraged investors to take 
profits after the market’s 
recent strength. The Hang 
Seng index gave up 5138 to 
3,011.65, but remained above 
the psychological 3,000 barrier. 
Turnover contracted to 
HK$860m from HK$1.09bn. 

SEOUL fell for the fifth con- 
secutive session in spite of sup- 


Hong Kong 


port from the stock market sta- 
bilisation fund and institu- 
tions. Volume shrank to 
Won3233bn from Won5l03bn. 
The composite index closed 9.4 
lower at 711.49 after swinging 
widely during the day. 

NEW ZEALAND retreated 
further as turnover dwindled 
to the lowest level in several 
months in the absence of over- 
seas buyers, falling to NZ$33m 
from NZ$5.9m. The Barclays 
index declined 1437 to 135832. 

TAIWAN ended little 
changed in improved volume, 
as an early morning decline 
was reversed by short-covering 
and strong financials.. Turn- 
over rose to T$42.03bn from 
T$3235bn. The weighted index 
closed 9.48 higher at 331833. 

SINGAPORE dropped in 
scant dealings as volume nar- 
rowed to S$63.7m from 
S$70.lm. The Straits Times 
Industrial index fell 1238 to 
1,16433. KUALA LUMPUR was 
lower as institutions remained 
at the sidelines. The composite 
index shed 634 to 49730. 

MANILA slipped on profit- 
taking, but oil issues were 
buoyed by the ongoing drilling 
project in the southern Philip- 
pines. The composite index 
eased 934 to 596.65. 

There was no trading in 
BOMBAY, with brokers stay- 
ing away amid fears of vio- 
lence as the Indian political 
crisis continued to grow. 


Warsaw to model itself on Lyons exchange 

Christopher Bobinski explains the criteria Poland is using in creating a stock market 


from continuing operations of 
32 cents a share, compared 
with income of 64 cents a year 
before. Net income, however, 
was 3 cents a share, against a 
loss of 5 cents a year ago. 

Borden fell $2% to $30% in 
reaction to the company’s 
third-quarter results, which 
were essentially unchanged on 
an operating basis. Net income 
was 73 cents in the three 
months, compared with a loss 
of $2.05, which took in restruct- 
uring charges of $2.73, last 
year. 

Reuters Holdings ADRs tum- 
bled $2 to $35% id heavy trad- 
ing after the company said it 
would issue a statement on 
trading by December 4. when a 
meeting with analysts would 
be held in New York. 

Canada 

THE TORONTO market mir- 
rored the New York trend In 
another thinly traded session. 
The composite index, down 13 
points around mid-session, fin- 
ished a slight 03 up on balance 
at 3,083.9, while declines 
retained a narrow lead over 
advances by 295 to 245. Volume 
totalled 16.1m shares, against 
Monday’s 133m. 

Golds posted the day’s best 
rise, of 137 per cent, as the 
bullion price climbed US$6. 


L AST WEEK Poland’s 
Stock Exchange became 
a little more than a 
gleam in the eye of Mr Leslaw 
Paga. the official responsible 
for its organisation. 

The government approved 
the draft of the Public Trading 
and Securities Act, which will 
govern the system. This law 
still has to go through Parlia- 
ment, however, and Mr Paga 
estimates that his Warsaw 
exchange will not be opera- 
tional before next summer. 

The law foresees the estab- 
lishment of a securities com- 
mission, with powers modelled 
on the US Securities and 
Exchange Commission. This 
will approve stocks for formal 
listings and license brokers, 
who will have to take an exam- 
ination. 

Brokers will need to have 
capital of between the 250m 
zlotys ($26,000) required for 
establishing a joint stock com- 
pany, and the lObn zlotys 
needed to start a bank. The 
amount has yet to be decided. 

The regulations fulfil Euro- 
pean Community require- 
ments. Mr Paga comments: 
"Maybe this is the first time 
this has happened in a country 
which is not actually a mem- 
ber, and which is treating 
them probably more faithfully 
than some EC members.” Pro- 
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vision for mutual investment 
funds is included, and major 
Western broking companies 
are welcome. 

The draft, however, has Sts 
critics who are hoping to mobi- 
lise support In parliament to 
secure changes. 

Mr Janusz Bilski from the 
Lodz Commodity Exchange, 
which has been in business for 
just over a year, says that the 
project leaves too great a role 
for the state. “We want to see 
the law set out the rules gov- 
erning the operation of an 
exchange, but not setting up 
the exchange itself." 

Mr Lesek Ratajczak from the 
Poznan commodity exchange, 
open since July, argues that 
the law should not establish a 
monopoly, and a state-run one 
at that, as the draft envisages, 
bnt rather smooth the way for 
competition and let time show 
whether the Warsaw exchange 
can compete with provincial 
centres. 

The Stock Exchange itself; to 
be located in the old Commu- 
nist Party central committee 
building (Mr Paga resides in 
offices once occupied by the 
now-defunct state censor), is to 
follow French models. 

Offers from the French to 
train officials may have tilted 
the balance in favour of an 
agreement signed recently 



bonds and a few shares at com- 
modify exchanges, which have 
sprung up around the country, 
These exchanges have been 
vigorously, protesting against 
losing the right to trade in 
securities once the law has 
been passed. 

About 80 private companies 
which are involved in trading 
on these exchanges will pro- 
vide the first brokers for the 
Warsaw Stock Exchange. 


M eanwhile, there have 
been only two major 
share issues. Bank 1G 
and Universal Trading Com- 
pany. The Bank IG shares am 
being traded. In a small way, 
on a secondary market run by 
the bank itself ami have tripled 
in value since July. A second- 
ary market in Universal shares 
has yet to be opened but, given 
the sharp rise in the value of 
Bank IG shares over the past 
few weeks, the auguries for 
Universal are good. 

Mr Paga trusts in the com- 
mercial instinct which Poles 
have exhibited whan travelling 
around the world wiaMng prof- 
its and covering costs. “People 
will want to be active in foe 
market, although I do not 
expect there to be massive 
. investment in the short tom. 
But it will not be just a game 
for fr few players/* he says. 


Warsaw: building another kind of marketplace 


with Mr Regis Roussefie, the 
chairman of the Paris 
Exchange, bnt the actual 
model will be the Lyons 
bourse. 

Mr Waldemar Kuczynski, the 
Privatisation Minister, says: 
“We needed a small exchange, 
like the one we will have at the 
beginning, one which will 
have room to grow.” 

-The Exchange’s turnover 


will depend on how fast the 
government’s privatisation 
programme progresses. The 
authorities axe talking of seal- 
ing about 100 companies next 
year, and a safe estimate is 
that 50 stocks win be on offer 
at the Exchange in 199L Sales 
of a few companies are to start 
next month. 

For the moment, there is 
some deeding in government 


US sabre rattling sends most bourses lower 


WARLIKE reports from the US 
overnight, and higher crude oil 
prices on the day, left most 
bourses lower last night, unites 
Our M arkets S taff. . 

FRANKFURT shed 1.6 per 
cent as the DAK index closed 
2335 lower at 1,431.14, after a 
4.63 Call to 624.13 in the FAZ at 
midsession. Volume was a 
weak DM33bn after DM3.7bn. 

The DAX ended at its low for 
the day, 5% per cent down 
from its Tuesday peak last 
week. Some of the big blue 
chips have performed worse, 
noted Ms Barbara Altmann, a 
dealer with B Metzler in Frank- 
furt: Volkswagen and Daimler 
show falls over the same 
period of 10 per cent to 
DM363.50 (off DM830 yester- 
day) and 72 per cent to DM583 
(down DM1630) respectively. 

The warning is out on cycli- 
cal stocks, and Metzler added 
its own on VW yesterday, 
reducing its earning s forecasts 
from DM54 to DM45 a share for 
1990, and from DM50 to DM36 a 
share for 199L 

The market found little 
solace in an Association of Ger- 
man Chambers of Commerce 
report, although it said that 
most German businesses 
expected 1991 to be at least as 
good a year as 1990 - in spite 
of shrinking export demand 
from the US and Japan, a 
stranger D-Mark, and rising a£L 
prices and interest rates. 

PARIS found support as the 
CAC 40 index approached 1,600, 
but the market ended 03 per 
cent lower. The index closed 
14.31 down at 1,61339 after 
recovering from 1,600.88, in 
turnover of about FFrl.lbn 
after Monday's tiny FFt974m. 
Options-related trading pro- 
vided some support before the 
expiry of index contracts. 

Lafarge Coppee, the cement 
maker, tumbled after Monday’s 
news that it would take a sec- 
ond-half provision of about 

SOUTH AFRICA 

JOHANNESBURG drifted in 
uncertain and directionless 
trading. The JSE all-gold Index 
closed a shade higher at 1*395, 
up 5, but the industrial index 
slipped 18 to 2,702. The all- 
share index ended marymany 
lower at 2644, down 3. 
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FFrlSOm'to cover Its 50.1 per 
cent stake in Aancor Holdings 
of the US, which has filed for 
bankruptcy protection. It 
dropped FFr21.90 or 6.2 per 
cent to FFt331.10 in volume of 
292^30 shares. One analyst was 
bemused by the sharpness of 
the decline, saying that the 
provision had been expected. 

Snez lost FFr5.80 to 
FFr305 A0 with 166,700 shares 
exchanged, although it 
rebounded from FFr299.20 after 
news that Soci6t£ Generate de 
Belgique, in which Suez Is the 
majority shareholder, could 
have found a buyer for FN, its 
troubled arms subsidiary. 

MILAN concentrated on the 
banking sector following Mon- 
day's announcement by IRI, 
the state holding company, 
about the planned mergers of 
several state banks. The Comit 
index rose 1.57 to 563.70 bnt 


volume was low before tomor- 
row’s holiday. 

Banco di Roma rose L2S to 
L2.675, on hopes of an early 
tie-op with Cassa di Risparmlo 
di Roma. Banca Commerdale, 
which is earmarked to merge 
with Credito Italiano, put on 
L2Q to L4.530 while Credito 
added L30 to L2£90. 

Ms MwHnrifl Diamond of Bar- 
ing Securities said IRTs plans 
showed a tremendous accelera- 
tion of the so-called Amato law 
to reform Italy’s banking sec- 
tor. However, she pointed out 
that the overhaul would also 
mean a large amount of paper 
coming on to the market from 
the under-capitalised banks. 

AMSTERDAM waited for 
today’s third quarter figures 
from DSM, which are expected 
to slum a dPcHwp in net earn- 
ings of be twe en 25 and 35 per 
cent The CBS Tendency index 


eased 0J5 to 96,7. 

DSM eluted 40 cents hl gfw 
at F18L30. Akzo, which reports 
tomorrow, fell 70 cents to 
FI 73.90. KLM shed Fll to 
FI 20 AO; KLM, which reports 
fiscal second quarter results 
tomorrow, has warned that it 
could make a loss this year. 

Ahold, the retailer, said it 
was maintaining Its forecast Of 
higher 1990 net profits, but foe 
stock eased 50 cents to FI 128. 

STOCKHOLM fen sharply in 
thin trading. The AJCfSrs- 
vSriden General index lost U> 
per cent or 15A to 9064. 

Volvo free B shares fell SKzS 
to SKi269, mostly on UK sell- 
tog after a cautionary report 
by James Capel on 1991 earn- 
ings following the poor first 
h alf re sults from Renanit 

SKF free B shares reached a 
year's low at SKr75, a fell of 
SKr4, after reporting disap- 


pointing earnings last week. 

ZURICH’S Credit Suisse 
index fell 6.0 or L2 per cent to 
487.6, above its day’s low. 

Swissair bearers shed SFttO 
or 3£ per cent to SFTS80, their 
lowest level far several years 
and 55 per cent down from 
their 1990 peak. Mr Tom Atkin- 
son. of Cmbank, observed that 
Swissair, like virtually all 
European airlines,' was thought 
to be suffering from, the combi- 
nafion of the tadtotxy’k ineffi- 
ciency and higher feel prices. 

BRUSSELS raw FN rise BFrS 
to BFrl90:after the arms com- 
pany saidihaHHAT Industries 
of France had offered to taim 
over most of its activities. 

ISTANBUL dropped 205.5 or 
4J per cent to 4,747.40, partly 
reflecting recent and 
public offerings of shares In 
state-run and private compa- 
nies. 
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Some people have a bank manager. I have a 

personal advisor. 

**Ib me personal service isn’t someone offering just personal co ntac t, 
it*s someone showing personal commitzneiitf 

Introducing a bank that reflects your own values. 

The Robeco Bank (Switzerland) S.A. is backed by the Robeco Group, which has 

assets under management of over $22 hfllinn. 

b "For 60 years, the Group has found long-term, low-risk opportunities for growth. 
This quality is matched by our commitment to personal service. 

For fulldetails on harm to open a Personal Investment Account with Robeco Bank, 
simply fill m the coupon below. If you prefer, call us on (41) 22-41 12 97, orfax 
(41) 22-41 13 92, or send us your business card. 

To: Robeco Bank (Switzerland) SA, 16 chemin des Coquellcots, Case Postale 114, c 

CH - 1215 Geneva 15, Switzerland. 2 

Yes, I would like to know mate about a Personal Investment Account. 

English □ Ge rm a n □ Dutch □ French □ Spanish- □ (Tide appropriate box) 
Mr/Mrs/Miss/Ms Surname and initial^ 

Full Address 

Postcode Country 'Telenhnn* 


162.05 11833 




